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FHA Single Family Housing Policy Handbook (HUD Handbook 4000.1) Frequently Asked Questions Preview

Thefollowing pages contaidetailed answers to some of thmost common questions the Federal Housing Administration (FHAgbased on policies in the
published sections of th8ingle Family Housing Policy Handbgk HandbogkHUD Handbook 4000.H)at become effective o or after September 14, 2015.
This preview is another way FHA is helping the industry prepare for imptatian, but as you review the FrequentBsked Questions (FAQS) in this document
note:

A These FAQs aret FHA policy, and should lgrbe used as a guide for reviewing the policy contained in the SF Handbook.

A Mortgagees should not apply the policies in the SF Handbook to their current FHA mortgage hurgihties September 14, 2015 effective datdll
existing FHA policy remains eftive until the effective date of the SF Handbook.

A FHAis previewingthese FAQ y2 ¢ 2y (KA & LI 3S3 odzi GKSe gAff 0SS GNIYAFSNNBR G2 @K
2015.

A 12yiAiydzS G2 | 00Saa onkéknGMetige basn ansadi®B quesBoyidios RA polozyrently in effect.

Doing Business with FHAMortgagees

Row # Added FAQ Answer References
1. 6/30/15 Are referral fees Thet SYRSNE 2NJ Fye 2F (KS f SyRSNDa SYLX 285845 Ydza dinsyfed (1| 4000.1 1.A.6.h;
allowed in the mortgage transaction to pay or receive, any fee, kickback, compensation or thing of value to any person or entity in | 1l.A.1.a.ii.(B)
origination of FHA connection with arFHAiInsured mortgage transaction, except for services actually performed and permitted by HUD.
insured single family
loans? The lender must not pay a referral fee to any person or entity.

The lender is required to comply with all federal, state and local laws, rules, and requirements applicable to the mortg
transaction, including the requirements of ti@nsumer Financial Protecti®ureau (CFPBhcluding those related to the
Real Est® Settlement Procedure Act (RESPA).

For additional information see Handbook 4000.1 .A.6.h & 1l.A.1.a.ii.(B) at
http://portal.hud.gov/hudportad/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

2. 6/30/15 Arethereanyfeesa |[¢KS f SYRSNE 2NJ lyé& 2F GKS f SYyRSNDa SY Litydndob&ddnan Fadasuied y 4000.1
lender is not allowed to| mortgage transaction to pay or receive, any fee, kickback, compensation or thing of value to any person or entity in | I.A.6.h.
pay? connection with an FH&sured mortgage transaction, except for services actually performed and permitteltBy

The lender must not pay a referral fee to any person or entity.

The lender is not permitted to:

1 advance funds to a real estate agent, real estate broker, mortgage broker, or packager as an advance of anticip
commissions on sales to be finanogith an FHANnsured mortgage to be provided by the lender;

1 make low interest or no interest mortgages to a real estate broker, real estate agent, mortgage broker, package

Disclaimer: Thee FrequentlyAsked Questions (FAQaie relating to sections of the new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
2yte YR R2 y2i( SaidlofAakK 2N Y2ZRAFe (KS LRtAOe O2yilAYySR Ay
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References

builder or any other party from whom the lender accepts proposals involvingiddfed mortgages; or

1 pay a gratuity or make a gift valued above items that are customarily distributed in the normal course of advertis|
LlJdzof AO NBflGA2yas 2NJla F 3ISYSNIft LINRY2GA 2igsuredS gA O
mortgage transactions.

For additional information see Handbook 4000.1 1.A.6.h at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
3. 6/30/15 What are the FHA The lender must use as its institution or dolmgsiness as (DBA) name the name shown on its business formation docu| 4000.1
restrictions for an FHA | or for which it has received approval from its state of formation. The lender is prohibited from using any restricted,wo| 1.A.3.c.ii.
approved lender's legal| or as part of, its institution or DBA name in a mantext would violate the Helping Families Save Their Homes Act of 2(
and DBA name? (Pub.L.114H H O 2NJ My | &of{ &/ ® TnhpE 6KAOK LI FOS& NBAGNROUAZ)
unless the lender is exempt from these statutory prohibitions.

TKS t SYyRSNRa AyadaddziaAzy yIFrYS FyR Fff 5.1 ylIYSa dzaSR
The lender must use only those names that are registered with FRdvartisingand promotional materials related to FHA
programs.

For additional information see Handbook 4000.1 1.A.3.c.ii. at
http://portal.hud.gov/hudportal/HUD?src=/program_ offices/administration/hudclips/handbooks/hsgh
4. 6/30/15 What is considered an | An advertising device is a channel or instrument used to solicit, promote, or advertise FHA products or pradventising | 4000.1
advertising "device"? | devices are present in the entire range of electronic and print media utilized by lenders, including, but not limited to, | I.A.6.n.i.(B)
websites, website addresses, business names, aliases, DBA names, domain names, email addresses, direct mail
advertisementssolicitations, promotional materials and correspondence.

For additional information see Handbook 4000.1 I.A.6.n.i.(B) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

5. 6/30/15 Can a Sponsored Third| Mortgagees must not permit its sponsored third paotyginators (TP€) to use the official FHApproved Lending 4000.1
Party Originator use theg Institution logo on any advertising device; unless the sponsored TPO is also-apgtaived mortgagee. .A.6.n.ii.(B)(2)
FHAApproved Lending
Institution logo? I ROSNIAaAy3ad RSGHAOSa dzaSR o6& &LlRyaz2NBR tandappropfided dontadts F ¢
information.

Sponsored TPOs are prohibited from engaging in any activity or authoring or distributing any advertising device that
F RGSNIAaSarx NBLINBaSyidasz 2N 20KSNBAAS O3 gpdrétiens, piodiSs, ok Y L
services either originate from or are expressly endorsed by HUD, FHA, the government of the United States, or any 1
state or local government agendyor additional information see Handbook 4000A.6.n.ii.(B)(2) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References
6. 6/30/15 How long mustenders | The lender must retain copies of any advertising device it produces that is related to FHA programs for a period of tw 4000.1
retain records of FHA | from the date that the advertising device isaulated or used for advertisement, educational, or promotional purposes. | I.A.7.n.iii.
advertising, Copies of advertising devices related to FHA programs may be kept in either electronic or print format and are to be
promotional, or provided to HUD upon request.

educational materials?
For additional information see Handbook 4000A.7.n.iii. at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclipshdbooks/hsgh
7. 6/30/15 Can | work for a lender | The lender must require its employees to be its employees exclusively, unless the lender has determitied that 4000.1
asaloanofficerandas| SYLJ 28 SS5SQa 20 KSNJ 2dzi & A R Semplogimdint2ddes Boy dieBte & pyobibitedRdnficRof ihtgfast ag 1.A.3.c.iv.(B)(3)(b)(iv)
a realtor for another described below.
company at the same
time? Employees are prohibited from having multiple roles in a singleiRsl&ed transaction. Employees are prohibifeaim
having multiple sources of compensation, either directly or indirectly, from a singlériSdred transaction.

For additional information see Handbook 4000.1: I.A.3.c.iv.(B)(3)(b)(iv) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

8. 6/30/15 What are the employee| Eligibility of Employees 4000.1
requirements of an FHA The lender must not employ any individual who will participate in FHA transactions if the individual is suspended, dell 1.A.3.c.iv.(B)(3)(b)
approved lender? under a Limited Denial of Participation (LDP), or otherwise excluded from participation in FHA programs.

Compensation
The lender must compensate employees on one of the following bases:

9 a salary;
1 a salary plus commission; or
9 a commission only.

The lender may pay bonuses with any of these three compensation plans.
Employees who perform underwriting, Qual®pntrol (QC), or mortgage servicing activities must not be compensated ¢
commission basis. The lender must report all employee compensation on IRS Farm W

SAFE Act Compliance
The lender and its employees must comply with the requirements of the 8erwt Fair Enforcement for Mortgage
Licensing Act of 2008 (SAFE Act), including the licensing and registration of its empltyediMhS.

Dual Employment
The lender must require its employees to be its employees exclusively, unless determined tBatthd& 2 8 SSQa

employment, including any sedimployment, does not create a prohibited conflict of interest.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References

Conflicts of Interest
Employees are prohibited from having multiple roles in a singleiRsi&ed transaction and are prohibited fromhag
multiple sources of compensation, either directly or indirectly, from a single idéred transaction.

Underwriters

The lender must ensure that its underwriters are not managed by and do not report to any individual who performs
mortgage originatia activities.

Underwriters must:

9 meetbasic eligibility requirements; and

1 perform the underwriting function in a manner consistent with FHA guidelines.

For additional information see Handbook 4000A.3.c.iv.(B)(3)(b) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

9. 6/30/15 Whathappens if a real | The lender is responsible for the actions of its staff that participate in FHA transactions. 4000.1
estate agent originates 1.A.3.c.iv.(B)(3)(b)(iv)
an FHA loan? FHA may refer any finding for administrative or other enforcement action in its discretion. Referrabe mmagde to any (v);
appropriate body, including but not limited to: .A.6.f;
11504 a2NI3r3ISS wS@BASS . 2 NRT I.A.6.i;
1 State licensing agencies (e.g., SecretarytateSReal Estate Commissioner); V.E.1l

1 the Consumer Fancial Protection Bureau (CFP&)d/or
1 Department of Banking, etc

¢KS tfSYRSNJ Ydzad NBIljdzANB Ada SyLXz2e88a G2 06S AdGa SyLX
outside employment, including any selfnployment, does not create a prohibited conflict of interest.

The lender may not permit an gfoyee to have multiple roles in a single Fiddured transaction. Employees are prohibitg
from having multiple sources of compensation, either directly or indirectly, fr@ngle FHAnsured transactionFor
additional information see Handbook 4000.A.3.c.iv.(B)(3)(b)(ivV);.A.6.f; .A.6.i; V.E.1 at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handlisfhsgh

10. 6/30/15 Does FHA treat holding| No, FHA does not prohibit anyone from holding a vocational or professional licEheéender must require its employees| 40001

a professional licensein 12 0S8 A& SYLX28SSa SEOfdzaA@gStés dzyf Saa GKS Y2NIU3Il 39 I1A3.civ.(B)(B)(b)(v)
real estate as dual including any selémployment, does not create a prohibited conflict of interest. (v)

employment? The mortgagee may not paiit an employee to have multiple roles in a single HhHAired transaction. Employees are
prohibited from having multiple sources of compensation, either directly or indirectly, from a singls§itéd transaction.

For additional information see Handbled000.1.A.3.c.iv.(B)(3)(b)(ixv) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References
11. 6/30/15 Can a loan originator | The lender must require its employeeaslte its employees exclusivetizy t Saad A G RS G SN A yoftside (i K 4000.1
with a real estate employment,including any selémployment,does not create a prohibited conflict of interest. I.A.3.c.iv.(B)(3)(b)(iv)
license represent the )
buyer in a purchase ¢tKS fSYRSNR&a SYLX2@8SSa NS LINRPKAOAGSR FTNRBY KIFI@Ay3a Yd
transaction? indirectly, from a single FHiAsured transaction.

The lender must require its employees to be its employees exclusively, unless the lender has determined that the
SyLX 2858804 20GKSNJ 2dzi & A R Semplogmént2ddes Sof diedte & pyobibitedRdnfficHof ihtgfest. &

For additional information see HandbodR00.1 I.A.3.c.iv.(B)(3)(b){) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adminiation/hudclips/handbooks/hsgh
12. 6/30/15 Can any FHA lender A Title Il Mortgagee may be approved to originate, underwrite, close, endegpédce, purchase, hold, or sell FHA Single | 4000.1
originate, underwrite, Family insured Mortgages or multifamily Mortgages. LA

or service Title Il FHA
Loans, including HECM The requirements outlined in Handbook 4000.1, Section I.A apply to both Single Family foneunits) and Multifamily
and 203k? lenders. If there are any exceptionsgrogramspecific requirements that differ from those provided in this section of the
Handbook, the exceptions or alternative program requirements are explicitly stated or hyperlinked to the appropriate
guidance.

Handbook 4000.1 |.A is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

13. 6/30/15 Can | work for more For FHA approved lenders who work on FHA loans the lender must require its employees to be its employees exclug 4000.1
than onelender as a dzyt Saa (KS fSyYyRSNI KIFa RSGSNN¥AYSR GKIG G KS-enpynien?ddé 8dd § 1.A.3.c.iv.(B)(3)(b) (i)
loan originator? create a prohibited conflict of interest. (v)

Employees are prohibited from having multiple roles in a singleiRsl&ed transaction. Employees are prohibited from
having multiple sources of compensation, either directly or indirectly, from desktgAinsured transaction.

For additional information see HandbodR00.1 1.A.3.c.iv.(B)(3)(b)@() at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
14. 6/30/15 What are the FHA The lender must ensure eacbgistered branch office has at least one fulltime employee. A shared receptionist or cont| 4000.1
requirements for a may not be relied upon to satisfy the fdilne employeerequirement. I.A.3.c.iii.(B)(2)
lender's branch office
facilities and staffing? | The lender must also have a branch and/or regional manager to oversee each of its bffices.

A fair housing poster must be displayiedoranch offices that deal with lb@mwers and the general publi€or additional
information seeHandbook 4000.1 I.A.3.c.iii.(B)(2) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References
15. 6/30/15 What functons can an | Provided the lender ensures that the contracting out of certain functions does not and will not materially affect undgry 4000.1
FHA approved lender | or servicing decisions or otherwise increase financial risk to FHA, the lendersmagntract support for administrative an¢ 1.A.6.j
contract out? clerical functions that include:

1 clerical assistance;

1 mortgage processing (typing of mortgage documents, mailing and collecting verification forms, ordering credit rep
and/or preparing for endorsement arghipping mortgages to the purchasing mortgagee);

1 ministerial tasks in mortgage servicing (processing of a foreclosure action, preservation and protection, and/or tax
services);

1 legal functions; and

1 quality control(must have a valid contractual agreement in place that specifies the roles and responsibilities of ead
party).

The lender must not:

1 contract out any of the above functions to sponsored third party originators (TPO), real estate brokers, or other g
entities.

1 contract with any Entity or person that is suspended, debarred, under a Limited Denial of Participation (LDP), or
otherwise excluded from participation in FHA transactions

1 contract out management or underwriter functions

The lender remaingesponsible for the quality of its FHAsured Mortgages and must ensure that its contractors fully
comply with all applicable laws and FHA requirements.

The lender may own or have an ownership interest in a separate business entity that offers sueltczaTrices.

For additional information seelandbook 4000.1 I.A.6.j at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administratidnudclips/handbooks/hsgh

16. 6/30/15 Are FHA approved The lender must compensate employees on one of the following bases: 4000.1
lenders required to a salary; I.A.3.c.iv.(B)(3)(b)(ii)
report all income of its a salary plus commission; or
employees on a ¥2 to acommission only.
the IRS?

The lender may pay bonuses with any of these three compensation plans; however, all employee compenssth® mu
reported on IRS Form &/

For additional information see Handbook 4000.1:1.A.3.c.iv.(B)(3)(b)(ii) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References
17. 6/30/15 What are the FHA I £t SYRSNI Ydzad RSaA3ayLFiS I KSFRIdzZ NISNAR 2NJ aK2YS 27F T4 4000.1
requirements for a f SYRSNDR& O2N1R NI i8S 2FFA0S8o I.A.3.c.iii.(B)(1)

lender's home office
facilities and staffing? | The home office must have a staff oflaast two fulltime employees. The lender may not rely on a shared receptionist t
satisfy the fulltime employee requirement.

I £t SYRSNDRa K2YS 2FFAOS TILOAtAGE Ydady

1 be located in a commercial space that is separate from any other entity (excagctptiontype entrances or lobbies);
1 be clearly identified, including having a permanently affixed business sign and other means of identification comn
used by businesses, so that the general public and other businesses will know, at all timeg vehxabtentity is being
represented and is conducting business; and

1 display &air housing posteif the lender deals with borrowers and the general fiab

FHA will verify compliance with the office facilities requirements through any onsite visits.

For additional information see Handbook 4000.1 1.A.3.c.iii.(B)(1) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

18. 6/30/15 Can FHA Approved No. The lender may use contraaipport for administrative and clerical functions that include: 4000.1
Lenders use non 1 clerical assistance; I.A.6.]
employees as Loan 1 mortgage processing (typing of mortgage documents, mailing and collecting verification forms, ordering credit rep
Officers? and/or preparing for endorsement and shipping Morggs to the Purchasing Mortgagee);

1 ministerial tasks in mortgage servicing (processing of a foreclosure action, preservation and protection, and/or tax
services);

1 legal functions; and
9 quality control

Handbook 4000.1 |.A.6. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

19. 6/30/15 CananFHA approved [ ¢ KS § SYRSNE 2NJ Fye 2F (GKS f SYRSNRA SYLX 28SSax VYdasuled \ 4000.1
lender pay a fee to a mortgagetransaction to pay or receive, any fee, kickback, compensation or thing of value to any person or entity in | 1.A.6.h
non-FHA approved connection with an FH&sured mortgage transaction, except for services actually performed and permitted by HUD. 7

lender for the referral | lender must not pay a referréée to any person or entity.
of a borrower?
Handbook 4000.1 I.A.6.h is available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administrationdticlips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

Row # Added FAQ Answer References
20. 6/30/15 Can an FHA approved | The lender must ensure its corporate officers only represent a single lender, unless the following criteria are met: 4000.1
lender share corporate |  the entities represented have some or all of the same Corporate Officers or Principal Owners; I.A.3.c.iv.(B)(1)(b)
officers with other 1 there is a clear and effective separation of the entities, and Borrowers know at all times exactly which Entity is bei
companies? represented and with whom they are conductibgsiness; and

1 there is a duly appointed or elected senior officer designated as the officer in charge, who only conducts businesg
lender during normal business hours.

Handbook 4000.1 I.A.3.c.i.v (B)(1)(b) is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
21. 6/30/15 Can an FHA lender The lender may permit its sponsored third party originator (TPO) to purchase or holohgliidd mortgages and close 40001
acting as a spomused mortgages in their own name, if the TPO is also an-&pptoved lender. I.A5.a.v
TPO close the loan and
have the MIC issued in| Handbook 4000.1 I.A.5.aivavailable at

its name? http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
22. 6/30/15 Does an FHA approved A lender must display fair housing postein the home and branch offices that deal with borrowers and the general publ 40001
lender need to display ¢ 1.A.3.c.iii.(B)(2}2);
Fair Housing poster in | ¢ Kf&ir housing postemust be prominently displayed i S OK [2IFNEAAOGA LK Sia Ay | OGAOA LABm
its offices? SEGNBSF ISR GNIyalOiAzya a2 a G2 68 NBFRAf& LI NBy

CFANJ | 2dzaAy3 t2aGSNBR OFy 065 2NRENS R (BOR767268t t Ayd (KS |

The posters can also be downloaded from HUDCLIPS. The English version is f@28 Hldbd the Spanish version is for
HUD928.1A. HUDCLIPS is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips

The Equal Housing Opportunity logo can be downloaded at:
http://portal.hud.gov/hudportal/HUD?src=/library/bookshelf11/hudgraphics/fheologo

For additional information see Handbook 40001 1.A.3.c.iii.(BX)1% [.A.6.m at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
23. 6/30/15 What is the definition | A Principal Owneis any individual or entity meeting the following thresholds or roles for the applicable business form:| 4000.1 I.A.3.c.iv.(A)(1
of a "Principal Owner"?| § Publicly Traded Corporatian10% or more ownership

9 Private or Closed Corporati@®25% or more ownership

9 Limited Liability CompanyAll Members

9 Partnashipsc All Partners

For additional information see Handbook 4000.1 1.A.3.c.iv.(A)(1) at
http://portal.hud.gov/hudportal/HUD?src=/program_offés/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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24, 6/30/15 Are FHAapproved Yes These fields ensure that official notices are received by the appropriate pdrtglUD administrative notices from the | 4000.1
mortgagees required to| HOC Quality Assurance and Processing and Underwriting Divisions, Office of Lénifies/AndProgram Compliance, I.A.6.b.ii.
complete the Mortgagee Reviewdard (MRB), Office of General Counsel, and OIG will be sent to the administrative cbhéset.notices
Administrative Contact | may pertain to post endorsement file reviews, lender monitoring activities, requests for indemnification, or additional | LEAP User Manual
Information in LEAP? | administrative activities.
FHA INFO 128
¢KS RYAYAAGNI GAGBS O2yialOG A& GKS LRAYyG 2F O2yidl OG |
contact for all interaction between the mortgagee and FHA.
The Administrative Contact Information fields include Name (First/t), Phone Number, Fax Number, Email Addaess
Secondary Email Addresshe email addresses associated with the Administrative Contact will receive all corresponde
from LEAP. Mortgagees may choose to enter a shared email address in these fields.
The Administrative Address cannot be a P.O. Box, but must be an actual physical address where an individual can s
delivery confirmation. If a mortgagee has multiple addresses, the Administrative Address field should be populated V
address tavhich correspondence should be sent.
The LEAP User Manual is located at http://www.hud.gov/lenders under the LEAP Information link in the Approvals &
Renewals section.
Handbook 4000.1A.6.b.ii. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
25. 6/30/15 If a lender hasnultiple | The Administrative Address is the street address to which HUD administrative notices from the HOC Quality Assurar 4000.1
addresses, which Processing and Underwriting Divisions, Office of Lender Aesivand Program Compliance, Mortgagee Review Board (M 1.A.6.b.i.
should go in the Office of General Counsel, and Office of Inspector General (OIG) are sent, including requests and/or demands for
Administrative Address| indemnification.
field?
For additional information see Handbook 4000.1 I.A.6.b.i. at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
26. 6/30/15 What are the eligibility | To obtain Lender Insurance (LI) authority the lender must: 4000.1
requirements for 1 be an FHAapproved lender with Unconditional Direct Endorsement (DE) authority; and I.A.5.b.
Lender Insurance 1 have an LI Compare Ratio that is at or below 150 percent.
Authority?
The LICompare Ratio is the percentage of mortgages underwritten by the lender that are in claim or default status
compared with the percentage of mortgages in claim or default status for all lenders operating in the same state(s) W
amortization commencemerdate within the preceding 24 months.
If the lender lacks an LI compare ratio, an exception may be made for new lenders created by merger, acquisition, o

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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reorganization resulting in a new FHA lender ID number. See Handbook 4000.1 I.A.5.b.ii.(tkI9lfoibility criteria.

The Lender Insurance Program web page is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/admatiation/hudclips/handbooks/hsgh

27. 6/30/15 Can a neviender New lenders seeking Lender Insurance (LI) authority may not be approved until the twadajeaand default record has | 4000.1
without a two year been established. I.LA.5.b
claim & default history
qualify for Lender An exception may be made if a lender lacks an LI Compare Ratio because it was recently created by a merger, acqu
Insurance authority? reorganization that resulted in the issuance of a new FHA Lender ID. See HaA@b0dkl.A.5.b.ii.(A)(1) for the exceptior

criteria.

For more information, visit the Lender Insurance Program web page at
http://portal.hud.gov/hudportal/HUD?src=/program_ offices/housing/sfh/lender/lendins

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_officesdainistration/hudclips/handbooks/hsgh

28. 6/30/15 Can new lenders No.Lenders created through mergers, acquisitions, or reorganizations that are issued a new FHA Lender ID must ap| 4000.1 I.A.5.b.
created through Lender Insurance (LI) authority through the Lender Electronic Asses8todat (LEAPThe application must contain:
merger, acquisitionor | q | 02 LI 2 ¥ { (SKREA YSlydi] y22F ¢ SN A | YilRFHA @ofiedtiGnXRHXG), pring@aisighed by
reorganization apply fo a Corporate Officer;

itvi ?
LI authority in FHAC? 9 the name and contact information of the LI contact person and, at the discretion of the lender, the name and cont

information for thebackup LI contact person;
9 the name and FHA Lender ID of the new lender;
9 the names and FHA Lender IDs of the lenders participating in the merger, acquisition, or reorganization; and

i information identifying the management and staff experienced with Ltgssing employed by the new lender or
transferring from a lender that previously held LI approval, and describing how the management and staff will con
to exercise LI responsibilities for the new lender.

The Lender Insurance Program web page isablailat
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/lender/lendins

The LEAP User Manual is located at: www.hud.gov/lendeterithe LEAP Information link in the Approvals & Renewals
section.

Handbook 4000.1 I.A.5.b. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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29. 6/30/15 Can a new lender Lenders that lack a 150 perceztmpare ratio, may be eligible for Lender Insurance (LI) approval if it was recently crea] 4000.1 I.A.5.b.
created through a merger, acquisition, or reorganization that resulted in the issuance of a new FHA Lender ID. It must:

merger, acquisition or | 1  have Unconditional Direct Endorsement (DE) authority;

reorganization qualify | § have had one or more lenders with LI authority at the time of the merger, acquisition, or reorganization, participa

for LI authority? the merger, acquisition, or reorganization;

1 have had an acceptable LI Compare Ratio for all lenders with LI authority participatiegnetger, acquisition, or
reorganization, at the time of the merger, acquisition, or reorganization;

1 have an LI Compare Ratio that is derived from aggregating the claims and defaults of all formexppFi¥ad lenders|
participating in the merger, acggition, or reorganization that is not more than 150 percent; and

1 ensure that the management and staff who were involved with LI processing for thepjidéved lender prior to the
merger, acquisition, or reorganization will continue to exercise those mesipdities for the new lender.

For additional information see the Lender Insurance Program web page at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/lender/lendins

Handbook 4000.1 I.A.5.b. is available at
http://portal. hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

30. 6/30/15 How does a lender After a mortgagee is approved, they can apply for additional supplementli K2 NA G A S&d CI1 ! Qa 5 A| 4000.1
obtain Unconditional | LIN2 IN} ¥ LISNXAGA F Y2NI3IFr3ISS (2 dzy RSNBNRGS ¢AGES LL {1A5a
Direct Endorsement directly for FHA insurance endorsement.
approval?

The mortgagee must submit a written application tdmconditional DE authority to the Jurisdictional Homeownership
/' SYGSNI 6l h/ 0 F2NJ GKS adldiS 6KSNBE (KS a2NI3Fr3aSSQa K2

¢KS a2NI3l 3585048 59 |LIWXAOILIGARZ2Y Ydzald O2yidl Ay | £ §phass N
that contains the home office 2BA 3A G Cl1 ! [ SYRSNJ L5 | y R -chatatter B/aBsimets NA ( S
identification numbers.

If the mortgagee meets the requirements for conditional authority and submits the required documentation, ithey w
receive a test case phase approval letter as well as reference materials and a list of the specific requirements that m
met to obtain unconditional DE authority. The mortgagee must participate in-pargon or telephone entrance
conference wih the HOC before it will be eligible to submit test cases.

During the test case phase, test cases must be submitted to FHA for review. The mortgagee must receive a minimur]
Firm Commitments for forward mortgage authority or 5 Firm Commitments forédBquity Conversion Mortgage (HECM
authority within a period of 12 consecutive months following the date of the entrance conference.

After the mortgagee successfully completes the required test cases, FHA will grant the approval for unconditional DE

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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authority. The mortgagee will receive an approval letter and may begin submitting mortgages to FHA for endorsemer
without prior review by FHA.

To locate the jurisdictional HOC, select the state the corporate office is in from the FHA Homeownership Gdnpargev
at http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/sfhhocs

Handbook 4000.1 I.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

31. 6/30/15 Are there additional The mortgagee must obtain separate Direct Endorsement (DE) approval for forward mortgage and Home Equity Cor| 4000.1
test case requirements | Mortgage (HECM) programs. I.LA.5.a
to begranted
Unconditional DE The mortgagee must receive a minimum of 5 Firm CommitmemtslE®CM mortgage authority within a period of 12
authority for HECM consecutive months following the date of the entrance conference in order to be granted Unconditional DE authority.
loans? After the mortgagee successfully completes the required test cases, FHA will grant thageeregpproval for

Unconditional DE authority.

Handbook 4000.1 |.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/aunistration/hudclips/handbooks/hsgh

32. 6/30/15 How does the lender The lender must submit test cases to FHA for review during the test case phase. FHA will review these cases for cor] 4000.1 I.A.5.a.iii
submit test cases for ¢ A (i K ofdinatiriand underwriting requirementsThe lender must submit all test case files to the Jurisdictional
FHA review? Homeownership Center (HOC) associated with their home office.

Preclosing Submission

If the lender submitted the case binder before closing, H@C will either issue a Firm Commitment (approval) or Firm
Reject (denial). The lender may close and submit for insurance endorsement any mortgage that has received a Firm
Commitment.

Postclosing Submission

If the lender first submitted the case bindir FHA after closing, the HOC will perform a test case review for compliance
with FHA underwriting guidelines. The HOC will either insure the mortgage, or reject the mortgage and return it to the
lender for correction. The lender must make any necessamgctions and provide any required documents to the HOC
before the loan can be insured.

To locate the jurisdictional HOC, select the state the corporate office is in from the FHA Homeownership Centers we
at http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/sfhhocs

Handbook 4000.1 I.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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33. 6/30/15 What are the eligibility | AY2 NIi 3+ 3SS Ydzad YSSi GKS F2tf26Ay3 NBIdZANBYSyida Ay 2 4000.1
requirements for Program. 1.A5.a.ii

LI NI A OA LI G A
Direct Endorsement A mortgagee mushave FHA approval asTitle || Supervised, Nonsupervised, or Government Mortgagee to be eligible
Program? participate in the DE ProgranMortgagees approved as Investing Mortgagees are not eligible to participate.

The mortgagee must have:

i anunderwriteron its permanent staff; and

1 atleast five years of experience in the origination of single family mortgages or a principal/corporate officer with at
five years of managerial experience in the origination of single family mortgages.

Unconditional DE authority may be granted vath the need for the test case phase following a merger, acquisition, or
reorganization, so long as the criteria in Handbook 4000.1 1.A.5.a.ii.(B) are met.

Handbook 4000.1 |.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
34. 6/30/15 Is the Test Case phase| Unconditional Direct Endorsement (DE) authority may be granted, without the need for the test case phase, to the fo| 4000.1
required for DE categories of mortgagees created by merger, acquisition, or reorganization: I.A.5.a.ii.(B)
Approval following a 1 surviving FHApproved meotgagees; or
merger,acquisition, or |  new mortgagees resulting in new FHA lender IDs.
reorganization?

The following criteria must be met:

1 Either or both institutions were unconditionally EBproved prior to the merger, acquisition, or reorganization.

1 If both institutions are unconditionallpEapproved, then the management and staff of at least one of the mortgageeg
Ayo2t SR gAGK GKS Y2NI3Fr3as88Qa ! yO2yRAGAZ2YLFE 59 | dziK
continue to exercise those responsibilities for the new mortgagieenly one institution is unconditionally EXpproved,
GKSy GKS YFyF3SySyd FyR aGlF¥F¥ Ay@2f @SR gAGK GKFG Y3
acquisition, or reorganization must continue to exercise those responsibilities foretienortgagee.

1 Both mortgagees have claim and default rates at or below the 150 percent national compare ratio. If only one instif]
dzy O2yRAGAZ2YIFff@&@ 59 | LIINRBPSR:E 2yfeée GKIG Y2NI3IF3ISSQa

The mortgagee must sufiit a written application to the Jurisdictional Homeownership Center (HOC) for the state wher|
their home office is located.

The application must contain:

1 a letter signed by a corporate officer requesting Unconditional DE authority that specifies:
- the FHAapproved and nosapproved Entities involved in the merger, acquisition, or reorganization;
- which entity is the surviving entity; and

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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- the effective date of the merger, acquisition, or reorganization; and
1 supporting documentation evidencing that the mortgggmeets the exception criteria.

Handbook 4000.1 I.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
35. 6/30/15 Can a Mortgagee The mortgagee will be denied approval for Unconditidbaect Endorsement (DE) authority if, at any time during the tes| 4000.1

appeal if they are OF&asS LKIFasSz Ccl! RSGSN¥YAySa GKFIG GKS Y2NI3AF3ASSQa adz \ LAS5aii.(A)4)
denied Unconditional | FHA identifies unacceptable practices.
DE authority?

FHA will provide the mortgageeith written notice of a denial of Unconditional DE authority that specifies the reason fo
the denial.

The mortgagee may appeal this denial by requesting an informal conference. The appeal must be submitted in writin|
Homeownership Center (HO®t processed the test cases. The HOC must receive the appeal within 30 days of the ¢
the notice of denial.

FHA will conduct an informal conference with the mortgagee and its counsel, if any, no later than 60 days from the d
the denial.

Following the informal conference, FHA will issue a determination in writing stating whether Unconditional DE author
approved or denied.

The mortgagee may appeal a denial following the informal conference by submitting a written request to thg Deput
Assistant Secretary (DAS) for Single Family Housing, or his or her designee, within 30 days of the date of the denial
determination.

The mortgagee is not entitled to any meeting or informal conference with the DAS or the designee and will be notifie
writing of the decision of the DAS or the designee. The decision of the DAS or the designee constitutes final agency

Any mortgagee who is denied Unconditional DE authority will not be permitted to reapply until it has:
9 demonstrated appropriate maedial education or action;

9 supplied evidence to support such action; and

9 waited a minimum of 180 days from the date of final agency action.

Handbook 4000.1 I.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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36. 6/30/15 What arethe A Title | Mortgagee may be approved to originate, underwrite, close, endorse, service, purchase, hold, or sell loang y 4000.1
differences between Property Improvement program and/or the Manufactured Housinggoam. LAl
Title | and Title Il

Mortgagee approvals? | A Title Il Mortgagee may be approved to originate, underwrite, close, endorse, service, purchase, hold, or sell FHA §
Family insured Mortgagesuch as 203(b), 203(k), 234(c), HEGMmultifamily Mortgages.

For descriptions of the varioustl€ Il Single Family and Title | loan programs go to
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/ins

Handbook 4000.1 I.A.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

37. 6/30/15 What would make the | As part of its application, a corporate officer for the applicant must complete a sergestiication statements that 4000.1
principal, employee, or | address compliate with FHA requirements. I.A.3.b.iii
other mortgagee
participant ineligible for| A mortgagee shall not have any officer, partner, director, principal, manager, supervisor, loan processor, loan undery
FHA approval? or loan originator who is:

® / dZNNBy(Gfeée adzaLISYRSRI GSN¥YAYLI (Sa brsubodtb INSMB: ReXocafion yrHRET
sanction by a federal, state, or local government agency, or by any other regulatory or oversight entity with jurisdictio
including a Limited Denial of Participation (LDP), or other restriction under PaftT2dec24 or Part 180 of Title 2 (as
implemented by Part 2424 of Title 2) of the GFRny successor regulations to such parts, or under similar provisions o
other federal or state agency

® ! YRSNI AYRAOUGYSYl FT2NE 2SDO2yPROSNRRSLF I dz2LIgYy 2 ¥ K Sy R BIL
fitness to meet the responsibilities of an approved mortgagee;

w {dzo2S8S0i (2 dzyNB&a2f SR FAYRAYI& AYy F 1! 5 2N 20§KSNJ 3
w 9y3IFLISR Ay odzaAySaa LINI OGAOSa GKIG R2 y2i 02y T2NY
demonstrate irresponsibility;

w [ 2YyPAO0OGSR 2FX 2NJ gK2 KIF& LI SR 3IdzAf Ge 2N y2itea mAgaga
industry during the #ears preceding the application date for FHA approval; or any time before the application date, if
involved fraud, dishonesty, breach of trust, or money laundering;

w Ly @Az2tliAz2y 27F hdgARto{2008 dr@ny applicablg StaieddwdrSts dquivalé/uader state law
including all Nationwide Mortgage Licensing System and Registry requirements.

The Initial Lender Certification Statements can be viewed on the How to Become appkb&ed Lendr web page at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/lender/lendappr

Handbook 4000.1 I.A.3 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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38. 6/30/15 Does "Corporate A Corporate Officer of a Nonsupervised or Investing Mortgagee refers to a natural person who serves as one of the f 4000.1 |.A.3.c.iv.(B)
Officer" include a positions for the Mortgagee:
Member of the Board |  Owner
of Directors? 9 President

9 Vice President

9 Chief Operatin@fficer

9 Chief Financial Officer

9 Director

9 Corporate Secretary

9 Chief Executive Officer

1 General Counsel

§ Chairman of the Board

9 General Partner

1 Member or Manager of ahLC

A Corporate Officer of a Supervised or Government Mortgagee refers to a nagusalnpvho serves as one of the followin|
positions for the Mortgagee:

9 President

1T+A0S tNBaAARSYld Ay OKFNHS 2F YIrylr3IAy3d 2N 20SNESSAy3
9 Chief Operating Officer

9 Chief Financial Officer

9 Director

9 Corporate Secretary

1 Chief Executive Officer

1 General Counsel

9 Chairman of the Board

9 General Partner

1 Specifically designated staff member(s) of a Government Mortgagee

The definition of corporate officer does not include a member of the Board of Directors who does not dlsmbibler
2FTTAOS a GO2NLRNIGS 2FFAOSNWDE

For additional information see Handbook 4000.1 1.A.3.c.iv.(B) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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39. 6/30/15 What credit reports A Nonsupervised or Investing Mortgagee must demonstrate that it is a creditworthy institution, and its Principal Owng 4000.1 I.A.3.c.v.

must be submitted with| Corporate Officers are creditworthy individuals.

a lender approval

application? A Creditworthy Institution is a Mortgagee with a credit background for the sgeen period preceding the FHA Mortgage

approval application that:

1 reflects no delinquent accounts or collections and no legal actions; or

1 reflects legal actions that have been adequately resolved, and/or delinquent accounts or collections that have beer
adequately resolved or that have an acceptable explanation.

A Creditworthy Individual is a person whose credit background for the sge@nperiod preceding the FHA Mortgagee

approval application:

1 reflects no delinquent accounts or collections, &g ¥ f SOG & y2 fS3IFf FO0GA2ya GKI G
as a foreclosure action, judgment, lien, or bankruptcy; or

1 reflects legal actions that have been adequately resolved, and/or delinquent accounts or collections that have beer
adequatly resolved or that have an acceptable explanation.

A Nonsupervised or Investing Mortgagee must submit:

1 A commercial credit report not more than 90 Days old with its application and a written explanation for all negative
disclosed on the credit rept.

1 A personal credit report for each of its Principal Owners and Corporate Officers with its application. The personal c|
report must be a Residential Mortgage Credit Report (RMCR) oiMeTged Credit Report (TRMCR) not more than 90
Days old. A witten explanation must be provided from the relevant Principal Owner or Corporate Officer for any neg
item disclosed on the credit report.

For additional information see Handbook 4000.1 I.A.3.c.v. at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

40. 6/30/15 What are the FHA FHA approves Mortgageas one of the following fourypes: Supervised; Nonsupervised; Governmentnvesting. 4000.1
Mortgagee Approval lLA.2
Types? Supervised Mortgagee

A Supervised Mortgagee is a financial institution that is a member of the Federal Reserve System (FRS) or whose a
are insured by thé&ederal Deposit Insurance Corporation (FDIC) or the National Credit Union Administration (NCUA),
A Supervised Mortgagee may originate, underwrite, close, endorse, service, purchase, hold, or-seuFddAMortgages.

Nonsupervised Mortgagee

ANonsupervised Mortgagee is a lending institution thas lag its principal activity tHending or investing of funds in real
estate Mortgages, consumer installment notes or similar advances of credit, the purchase of consumer installment
contracts, or fran a directly related field. A directly related field is something directly related to the investing or lending
Mortgages, not simply actions relating to real estate in general.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS Ll2f A0é O2yGFAYSR Ay Cl! Qa | FyRo6o2217a
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A Nonsupervised Mortgagee may originate, underwrite, close, endorse, sgmuiadase, hold, or sell FHAsured
Mortgages.
Government Mortgagee
A Government Mortgagee is a federal, state, amicipal governmental agency Federal Reserve Bank, a Federal Home
Loan Bankthe Federal Home Loan Mortga@erporation (FHLMC/Freddiéac), or the Federal National Mortgage
Assciation (FNMA/Fannie Maej Government Mortgagee may originate, underwrite, close, endorse, service, purchag
hold, or sell FHAnsured Mortgages.
Investing Mortgagee
An Investing Mortgagee is an organizattbat inveds funds under its own controAn Investing Mortgagee may purchase,
hold, or sell FHAnsured Mortgages. An Investing Mortgagee maly service FH#&sured Mortgages if it receives prior
approval to do so on a cadly-case basisAn Investinglortgagee may not originate, underwrite, or close Fidgured
Mortgagesin its own name or submit applications for FHA mortgage insurance.
For additional information see Handbook 4000.1 1.A.2 at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
41. 6/30/15 What are the fidelity A Mortgagee must havidelity bond coverage of $300,000he Mortgagee must ensure that its fidelity bond coverage iy 4000.1
bond requirements for | aform generally acceptable to one of the secondary mortgage market agencies, saadde Mac, Fannie Mae, or the | 1.A.3.x
FHA Mortgagees Government National Mortgage Assodtat (GNMA/Ginnie Mae).
http://portal.hud.gov/
A Government Mortgagee will meet this requirement if it maintains alternative insurance coverage that is approved b| hudportal/documents
F'yR GKF{G SyadaNBa GKS FLIAGKTdzZ LISNF2NYIyOS 2F (KS a2l /huddoc?id=SFH_fees
_and_coverages.pdf
For additional information seelandbook 4000.1 I.A.3.x at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
42, 6/30/15 What are FHA's ¢KS a52Ay3 . dzZAAYySaa !aé o05.! 0 VYl Y $agaedaslaitgal rigkibta g DBANS H 4000.1
requirements for names used by a mortgagee for conducting FHA business must be registered with FHA. I.A.3.c.ii;
registering "Doing LA.6.b.iv;
Business As" names? | The mortgagee must submit documentation from the state showing it is legally approved to use its DBA name, if the | |.LA.7.d.
differs fromthat shown on is Business Formation Documerifshe mortgagee has six or more DBA names, the mortgag
must submit a change request through the Lender Electronic Assessment PEAd)(tadd additional names.
The LEAP User Manual is locatedfdtp://www.hud.gov/lendersunder the LEAP Information link in the Approvals &
Renewals section.
Handbook 4000.1A.3.c.ii; LA.6.b.iv; |.A.7.. available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes

only and do not establish or mi® A F &
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43. 6/30/15 How do | apply to An applicant seeking FHA approval must sulamionline applicatiorontaining all information and documentation 4000.1
become an FHA required to demonstrate eligibility for approval as provided in Handbook 4000.1 |.A. I.A.
approvedlender?
Please refer to the How to Become an Fapbroved lender link in the Approvals and Renewal section on the FHA Lend FHA Online Lender
web page at: http://www.hud.gov/lenders Approval Application
Process

Note: Paper applications are no longer accepted and will be returned if received.

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

44, 6/30/15 What are the FHA A Limited Liability Company (LLC) is an incorporated legal Entity created under applicable state law that combines ¢{ 4000.1
requirements for an LLQ legal and tax attributes aforporations and partnership$he LLC must: .A.3.c.i.(A)(2X3)
to be an FHA approved| 9 consist of two or more members, unless its single member is a corporation or LLC consisting of two or more perso

9 have a minimum term of existence of 10 years from thteds application;
11 provide for succession;
| authorize continuance in the event of the withdrawal or death of a member; and

91 specify that the LLC will not terminate until all FiHgéured mortgages have been transferred to another approved
mortgagee.

A Seried LC is a specific type of LLC that is composed of separate membership interests, which are divided into indi
series.

The Series LLC must comply with all requirements for approval of an LLC.
The Series LLC must be organized in accordance withiatatbat does not conflict with FHA requirements.

¢KS {SNASa [[/ Q& 2LINIGAYy3 F3INBSYSy(l Ydzad adGALzA I GS
9 no series may participate in FHA programs unless the approved Mortgagee owns 100 percent of the membershif
interests in that series; and

9 the appioved Mortgagee remains fully liable for the debts, liabilities, obligations and expenses of any and all serie
participate in FHA programs.

For additional information see Handbook 4000.1 1.A.3.c.i.(AR2at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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45, 6/30/15 What isthe difference | A Supervised Mortgagee is a financial institution that is a member of the Federal Reserve System (FRS) or whose a{ 4000.1
between a supervised | are insured by the Federal Deposit Insurance Corporation (FDIR) blational Credit Union Administration (NCUA) .A.2.
andanonsupervised |6 02t f SOGA GBSt &y G4CSRSNIt . lFylAy3d ! 3Sy0OASacéoo
mortgagee?

A Nonsupervised Mortgagee is a lending institution that derives at least 50 percent of its activities from real estate
Mortgages, consumer installment notes or damiadvances of credit, the purchase of consumer installment contracts, o
from a directly related field. A directly related field is something directly related to the investing or lending of Mattgag
not simply actions relating to real estate in general

For additional information see Handbook 4000.1 I.A.2 at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/hdmbks/hsgh

46. 6/30/15 What are the ¢KS Y2NI3IF3ISSQa K2YS 2FFAOS Aa GKS YAy 2FFAOS FNRBY |4000.1
requirements related to| A mortgagee must designate a headquartersiodk 2 YS 2 FFA 0S¢ F2NJ AdG& CI ! odzaAyS|LA3Cii
sharing home office have to be its corporate office.
space with another
company? ¢KS Y2NI3l3S80a K2YS 27FTFA OS-timéamploye&s ThE mdrtgageé inaly fot ralyfon k sha

receptionist to satisfyhis fulktime employee requirement.

I Y2NIIF3ASSQa K2YS 2FFAOS FLrOAfAdGe Ydzady
91 be located in a commercial space that is separate from any other entity (except for recggi@mentrances or lobbies);

11 be clearly identified, including having a permanesiffixed business sign and other means of identification commonly
used by businesses, so that the general public and other businesses will know, at all times, exactly which entity is
represented and is conducting business; and

91 display a fair housinggsterif the mortgagee deals with borrowers and the general public.

For additional information see Handbook 4000.1 1.A.3.c.iii at
http://porta |.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

47. 6/30/15 Do | complete twd=HA | An applicant for FHA approval magply for Title | and Title || approval sepaigtor in the same applicatioithe applicant | 4000.1
Lender Approval Onling must pay a nonrefundablapplication fee whersubmitting an application for approval. Applicants applying for both Titlg 1.A.3.a;
Applications to apply and Title Il approval, whether simultaausly or separately, will only be assessed a single application fee. I.A.3.b.iv.
for Title | and Title |1
approval? Lenders wanting to expand their approval authority to include Title | or Title Il must submit the request along with

supporting documents through the Lender Electronic Assessment FbEAP). Refer to the LEAP User Manual located
http://www.hud.gov/lendersunder the LEAP Information link in the Approvals & Renewals section.

Handbook 4000.1 I.A.3.a; I.A.3.b.iv. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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48. 6/30/15 What are theoperating | A mortgagee must comply with the operating requirements and restrictions in Handbook 4000.1 Section I.A.6 for its | 4000.1
requirements for FHA | business operations in addition to continuing to operate in full compliance with lig#o#ity requirements outlined I.LA.6.a
approved Mortgagees?| Handbook 4000.1.
Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adnistration/hudclips/handbooks/hsgh
49, 6/30/15 Can a Mortgagee that | A mortgagee whose approval is voluntarily withdrawn may reapply for FHA approval any time after its withdrawal. 4000.1
was once FHA approve| IfaY2 NIi 31 3SSQ4& | LIWINR Gl f Aad SAGKRNI 6y o0& CIl! Q& a2NI3l 3| LAILI;
become FHA approved| of the period of withdrawal. The mortgagee may reapply for FHA approval after the period of withdrawal has expired [.A.9.c
again?
An applicant whose gpoval was denied may reapply after a period of 12 months. The applicant will be required to pg
application fee at the time it submits its second application for approval.
For additional information see Handbook 4000A.3.f.ii; I.A.9.c availabld a
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
50. 6/30/15 Whatare the A Nonsupervised Mortgagee that originates FHA Mortgages must maintain a warehouse line of credit or other mortgi{ 4000.1
requirements for a funding program acceptable to FHA. Title | Mortgagees must have a minimum $50@@use line of credit or funding| 1.A.3.c.ix.
Y2 NI 3+ 35S Q3 program. Except for multifamily Mortgagees, Title Il Mortgagees must have a minimum $1,000,000 warehouse line (
program? or funding program, and must ensure the funding program or warehouse line of credit is suffienftdzy R i K S
average 6RF @ 2NAIAY I GA2y 2 LISNI A gydripination Kperatiard Nlerdd I@S Slesad ahdd
funded, and/or purchased by the Mortgagee during their highestlé® period by mortgage amount over the past 12
months.
An Investing Mortgagee must have available, or have arranged for, funds or a line of credit sufficient to support a prg
investment of at least $1,000,000 in property improvement, Manufactured Housing or real estate loans or Mortgages|
For alditional information see Handbook 4000.A.3.c.ix at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handtisthsgh
51. 6/30/15 What are the licensing | Supervised, Nonsupervised, and Investing Mortgagees must meet the following licensing requirements. 4000.1
requirements for FHA I.A.3.c. vi.(A)
Mortgagee approval? | The Mortgagee must have an active state licemegistration, or equivalent approval to operate its business in the
jurisdiction where the home office is located.
Each branch office must have all licenses, registrations, or approvals required for the types of Mortgagee functions o
activities performedoy such branch office for the jurisdiction in which that office is located.
The Mortgagee must submit a copy of its state license, registration or equivalent approval for the state in which the h
office is located. The Mortgagee, through a Corporatiéc€r, must certify at application that it has not been refused a

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
| yRo2214a |
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license or been sanctioned by any state in which it will originate FHA mortgages.

If the Mortgagee has beerbject to an action against its licensefritist submitdocumentation concernig the action that
shows the nature of the action arevidence of an acceptable resolution (such as reinstatement or subsegppmval of a
license, payment of sanctions or fines, or similar documentation).

If the Mortgagee is exempt from state licensiggjuirements, the Mortgagee must submit documentation of the applicak
exemption.

For additional information see Handbook 4000.1 I1.A.3.c. vi.(A) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
52. 6/30/15 What is the experience | The Officer in Chargetise Corporate Officer designated to managey R RANB Ol G KS Y2 NI 3+ 359 4000.1 1LA.3.civ.(B)(2
requirement for the
officer in charge of an | The Mortgagee must designate as the Officer in Charge-tiriidl Corporate Officer who has at least three years of
FHA lender? experience in the specific Mortgagee functions or adgsithat the Mortgagee is approved to perform, including:

1 originating or servicing Single Family or Multifamily Mortgages;

1 investing funds in real estate mortgages; or

1 managing other individuals performing these services.

The Mortgagee cannotrelyon/a2z NLJ2 NI} 68 hFFAOSNDE SELISNASYOS Ay NBIf
Mortgagee functions or activities.

A current resume covering the mostrecentsedels I NJ LISNA 2R RSGFAfAy3 GKS AYyRAD
submitted wth the online application.

For additional information see Handbook 4000.1 I.A.3.c.iv.(B)(2) at
http://portal.hud.gov/hudportal/HUD?src=/progranoffices/administration/hudclips/handbooks/hsgh
53. 6/30/15 Does the term No. Not all officers with a title of Vice President or higherR@F A Y SR | &S | 2 T PORMEIRINI A2 NJ C | 4000.1 I.A.3.c.iv.(B)(1
"corporate officer" Corporate Office of a Nonsupervised and Investing Mortgagee is a natural person who serves as one of the following
include all officers with | positions for a Nonsupervised or Investing Mortgagee:
a title of Vice President| § Owner;

or higher? President;

Vice President

Chief Operating Officer (COO);
Chief Financial Officer (CFO);
Director;

9 Corporate Secretary;

= = = =] =

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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Chief Executive Officer (CEO);
General Counsel;

Chairman of the Board;
General Partner; or

Member or manager of an LLC.

= = = = =)

A Corporate Officer of Supervised a@@dvernment Mortgagees is a natural person who serves as one of the following
positions for a Supervised or Government Mortgagee:
1 President;

+A0S t NBaAaARSYylG Ay OKIFINHS 2F YIylFI3IAy3 2N 20SNESSAy3
Chief Operating Offer (COO);

Chief Financial Officer (CFO);

Director;

Corporate Secretary;

Chief Executive Officer (CEO);

General Counsel;

Chairman of the Board;

General Partner; or

Specifically designated staff member(s) of a Government Mortgagee.

=A =4 =4 -4 4 -4 -8 -8 -8 A

For additionainformation see Handbook 4000.1 I.A.3.c.iv.(B)(1) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbodisih

54. 6/30/15 What is the application | The applicant must pay a nonrefundalalpplication fee whersubmitting an application for approval. Applicants applying 4000.1
fee for FHA mortgagee | for both Title | and Title Il approval, whether simultaneously or separately, will only be assessed a single applicaktom { 1.A.3.b.iv.
approval? application fee must be submitted as parttbe online appliction.

http://portal.hud.gov/
Applicants applying for approval as Government Mortgagees or applicants organized as nonprofits are not required t§ hudportal/documents
an application fee. /huddoc?id=SFH_fees|
_and_coverages.pdf
INITIAL APPROVAL AND CONVERSION FEES
Title I- $1,000

Title 11- $1,000

FHA Approval Fees and Coverages can be found on the Approval and Renewals web page at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/lusing/sfh/lender/approvals_renewals

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Handbook 4000.1 I.A.3.b.iv. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adnistration/hudclips/handbooks/hsgh
55. 6/30/15 What types of business| A Nonsupervised or Investing Mortgagee must be organized in one of the following acceptable business forms: 4000.1 I.A.3.c.i.
forms can be approved| { Corporation

as an FHA lender? 9 Limited Liability Company (LLC)

9 Series Limited Liability Company (LLC)
9 Partnership

1 Nonprofit

A sole proprietorship is not an acceptatidusiness form.

For additional information see Handbook 4000.1 I.A.3.c.i. at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adminiation/hudclips/handbooks/hsgh
56. 6/30/15 What is a corporate A Corporate Office of a Nonsupervised and Investing Mortgagee is a natural person who serves as one of the followj 4000.1 I.A.3.c.iv.(B)(1
officer? positions for a Nonsupervised or InvestiMgrtgagee:
1 Owner;

President;

Vice President;

Chief Operating Officer (COO);
Chief Financial Officer (CFO);
Director;

Corporate Secretary;

Chief Executive Officer (CEO);
General Counsel;

Chairman of the Board;
General Partner; or

Member or manager of ahLC.

= =4 =4 4 A A oA e oa o o

A Corporate Officer of Supervised and Government Mortgagees is a natural person who serves as one of the followi
positions for a Supervised or Government Mortgagee:

1 President;

1 Vice President in charge of managing or overseeing any aspectaf2hlXi 3+ 35§5Q&a ClI ! o6dzaAy S
1 Chief Operating Officer (COO);

1 Chief Financial Officer (CFO);

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Director;

Corporate Secretary;

Chief Executive Officer (CEO);

General Counsel;

Chairman of the Board;

General Partner; or

Specifically designated staff member(s) @avernment Mortgagee.

= =4 =4 -4 -4 -8 -4

The Mortgagee must ensure that no Corporate Officers are suspended, debarred or otherwise excluded from particiy

FHA programs.

Corporate Officers may only represent a single Mortgagee, unless the following criteria are met:

9 the Entities represented have some or all of the same Corporate Officers or Principal Owners;

9 thereis a clear and effective separation of the Entities, and Borrowers know at all times exactly which Entity is &
represented and with whom they are conducting business; and

9 there is a duly appoird or elected senior officer designated as the &ifiin Chargevho only conducts business of th
Mortgagee during normal business hours.

For additional information see Handbook 4000.1 1.A.3.c.iv.(B)(1) at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

57. 6/30/15 How does a lender If FHA denies thapplication, FHA will provide written notice to the applicant that includes an explanatithe reasons for| HQ Policy
applicant appeal the the denial.The applicant may submit an appeal of the denial decision thréluglonline applicatiorwithin 30 days of the
denial of their online date of the denial. 4000.1
application for FHA I.A.3.f.i.
approval? All reasons for disapproval must be addressed before resubmitting the application. Applicants are limited to two app

and each resubmission counts as an appeal.

If the denial is sustained, the applicant may submit a second appeal through the goilieation within 30 Days of the
date the denial is sustained. If the denial is sustained a second time, the applicant will be ineligible to apply fqréwih
for a period of 12 months.

The FHA Online Application is available on the How to BecorkelAApproved Lender web page at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/lender/lendappr

For additional information see Handbook 4000.1 I.A.3.f.i at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclipsfidbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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58. 6/30/15 What is a A Sponsor/Sponsored ThiRarty Originator (TPO) Relationship is one in which a lender with Direct Endorg@ragnt 4000.1 I.A5.a.v
Sponsor/Sponsored ldzi K2NAGEe ol OlAy3a a (GKS dalLRy&az2NEO LISNYAGE | y23iKSNI
Third Party Originator
relationship and how is| Only a lender with DE Authority may use sponsored TPOs.
it set up?
The lender must ensure its sponsored TPO does not purchase dfHgidsured mortgages and may not close mortgage
in their own name.
The lender may permit its sponsored TPO to purchase or holdidded mortgages and close in their own name, if the
TPO is also an Fksfiproved lender.
A lender with Unconditional D&lithority must register a sponsored TPO on the Sponsored Originator Maintenance scf
FHA Connection.
The FHA Connection Guide is availabletts://entp.hud.gov/clas/index.cfm
For additional iformation see Handbook 4000.1 .A.5.a.v at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
59. 6/30/15 Is a Sponsored Third | The FHAapproved lender must verify that all affiliates (including Sponsored Fartly Originators) participating in HUD | 4000.1
Party Originator programs for, or on behalf ofhe lender are registered with the National Mortgage Licensing System and Registry (NM 1.A.6.k;
required to register for | unless excluded from NMLS requirements by law or regulation V.A.2.b.i.(B)(2)(c)
an NMLS ID?
The NMLS Resource Center web page is availablipatmortgage.nationwidelicensingsystem.org/Pages/default.aspx
For additional information see Handbook 4000.1 V.A.2 |.A.6.k at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
60. 6/30/15 How does an FHA If amortgagee receives a different federal Taxpayer Identification Number (TIN) as a result of a business change, thg 4000.1
approved mortgagee mortgagee mussubmit a new application for FHA mortgagee approval. LLA.7.n.
transfer its FHA
approval to a new FHA will issue a new FHA lender ID to the mortgagee upon approval. tiiéneew FHA lender ID is issued, the old FHA
company? lender ID will remain active for approximately 45 days to allow for completion of processing of mortgages in process
that identification number.
If the mortgagee does not receive a new federal TIN asualtref a business change, then the mortgagee must submit th
following documents to FHA using the Lender Electronic Assessment Portal (LEAP) within 10 business days of the ¢
1 a Notice of Material Event in the form of a letter sighed by a Corpddéieer containing the following provisions:
- providing a complete description of the business change;
- confirming that there has been no change in the federal TIN or depositor insurance (in the case of a Supervised

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Mortgagee);
- stipulating that the institutbn will continue to comply with all FHA approval and eligibility requirements; and
- stipulating that the newly chartered entity will continue to be responsible for the assets and liabilities of the form
entity, including any problems found subsequentlyHlyD in the origination or servicing of any mortgages originatg
or serviced by the entity prior to the business change; and
1 a copy of the Business Formation Documents.

For more information about submitting a Notice of Material Event using LEAP refex tdetAP User Manual located at:
http://www.hud.gov/lendersunder the LEAP Information link in the Approvals & Renewals section.

Handbook 4000.1 I.A.7.a.ii; 1.A.7.n is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
61. 6/30/15 What arethe net worth | Supervised, Nonsupervised, and Investing Mortgagees must meet the adjusted net worth and liquidity requirements { 4000.1
and liquidity times. The requirements do not apply to Government Mortgagees. I.A.3.c.vii
requirements for FHA
approved mortgagees?| The adjusted net worth and liquid assets must be computed in accordance witdiz OlGiandbook 2000.04
Consolidated Audit Guide for Audits of HUD Programs

Single Family Programs

The Mortgagee must have a minimum adjusted net worth of $1,000,000 pescént of the total volume in excess of
$25,000,000 of FHA Single Family Mortgages originated, underwritten, serviced, and/or purchased during the prior fi
year, up to a maximum required adjusted net worth of $2,500,000.

Multifamily Programs With Seicing
The Mortgagee must have a minimum adjusted net worth of $1,000,000 plus an additional net worth of 1 percent of {
total volume in excess of $25,000,000 of FHA multifamily Mortgages originated, underwritten, purchased, and/or ser
during the pior fiscal year, up to a maximum required net worth of $2,500,000.

Multifamily Programs Without Servicing

The Mortgagee must have a minimum adjusted net worth of $1,000,000 plus an additional net worthlwilooé1
percent of the total volume in exss of $25,000,000 of FHA multifamily Mortgages originated, underwritten, and/or
purchased during the prior fiscal year, up to a maximum required net worth of $2,500,000.

Dual Participation
A Mortgagee approved to participate in both Single FamilyMuaotifamily programs must have a minimum adjusted net

worth of $1,000,000 plus an additional net worth of 1 percent of the total volume in excess of $25,000,000 of the agg
of FHA Single Family and Multifamily Mortgages originated, underwritten, paech and/or serviced during the prior fiscg
year, up to a maximum required net worth of $2,500,000.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Liquidity
The Mortgagee must hold no less than 20 percent of its required adjusted net worth in liquid assets.

Handbook 4000.1 1.A.3.c.vii; |.A.7.faisilable at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
62. 6/30/15 What must a LF Fd Fye GAYS F Y2NI3IF3ISSQa FR2dzadSR ySid ¢2NIK 2N f 4000.1
mortgagee do if their Notice of Material Event to FHAing the Lender Electronic Assessment Portal (LEAP) within 30 business days of the | [.LA.7.f.
adjusted net worth or | deficiency. The mortgagee must submit a Corrective Action Plan that outlines the steps taken to mitigate the deficien
liquidity falls below the | includes relevant information, such as contritmnts and efforts made to obtain additional capital.
required minimum?

For more information about submitting a Notice of Material Event using LEAP refer to the LEAP User Manual located
http://www.hud.gov/lendersunder the LEAmformation link in the Approvals & Renewals section.

Handbook 4000.1 I.A.7.f. is available at
http://portal.hud.gov/hudportal/HUD?src=/progranoffices/administration/hudclips/handbooks/hsgh
63. 6/30/15 How does an FHA A mortgagee that does not wish to retain, or that is ineligible to retain, its FHA approval must submit a requesirfiaryo| 4000.1
approved mortgagee | withdrawal of FHA approval. 1.A.9
withdraw its approval?

The mortgagee must satisfy all outstanding payable indemnification debts and Mortgage Insurance Premiums (MIP),
transfer the servicing and ownership of any FiHgured mortgages in its portfolio to an Hdpproved motgagee prior to
its request being approved, and the mortgagee will remain obligated on any outstaimtiemnification agreements:HA
gAff y20 K2y2NJF Y2NIi3r3asSSQa NBldzSad G2 sAGKRNI & 4 KA
(MRB) action, or while the mortgagee has unpaid indemnification claims or unsatisfied settlemeginagt obligations
owed to HUDThe mortgagee must submit a request for voluntary withdrawal in the form of a letter, signed by a Corp
Officer, andsubmitted through the Lender Electronic Assessment Portal (LEAP). The request must be submitted with
odzaAySaa RIea 2F GKS OKIy3aS Ay GKS Y2NI3lFasSSQa St AIA

A mortgagee whose approval is voluntarily withdrawn may reapply for FHA approvéime after its withdrawal.

For more information about submitting a voluntary withdrawal using LEAP refer to the LEAP User Manual located at:
http://www.hud.gov/lendersunder the LEAP Information link in thegkovals & Renewals section.

Handbook 4000.1 I.A.9. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hciips/handbooks/hsgh
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64. 6/30/15 Which owners and A Supervised, Nonsupervised, or Investing Mortgagee must identify all Principal Owners. A Principal Owner is any i 4000.1
officers of an FHA or Entity meeting the following thresholds or roles for the applicable business form: 1.A.3.c.iv.(A[B)

approved lender must |  Publicly Traded Corporatian10% or more owership

be reported to FHA? 1 Private or Close Corporati@?5% or more ownership
1 Limited Liability CompanyAll Members

1 Partnerships; All Partners

The Mortgagee must identify all Corporate Officers who will be directly involved in managing, overseeing, or conduct]
business. The Mortgagee must also identify the Officer in Charge, which is the Corporate Officer designated to man
RANBOG GKS a2NIi3arassSQa Cl! hLISNIiA2yad

NONSUPERVISED & INVESTING MORTGAGEES
A Corporate Officer is a natural person who serves abttee following positions for a Nonsupervised or Investing

Mortgagee:

®w hgySNIT

w tNBEARSYGT

w A0S t NBAARSYyGT

@ /KASF hLISNYdGAy3I hFFAOSNI 6/ hhoT
W / KASF CAYLYyOALtT hFF¥AOSNI 6/ ChoT
w 5ANBOG2NIT

w / 2NLERNFGS { SONBGI NBET

®w / KASF 9ESOdziABS hFTFAOSNI 6/ 9ho0T
® D SIC&auNsel;

w /[ KFANXYEY 2F G4KS . 2FNRT

w DSYSNIft tFNIYySNIT 2N

w aSYoSNI 2NI YEYF3ISNI 2F +y [[/ @

SUPERVISED & GOVERNMENT MORTGAGEES
A Corporate Officer is a natural person who serves as one of the following positions for a Supervised or Government

Mortgagee:

wPresident;

w tAO0S tNBAaARSYl Ay OKFENBS 2F YIEylr3Ay3 2N 20SNESSAYS
w /[ KAST hLISNIdGAYy3I hTFAOSNI 6/ hhoT

w /| KAST CAYylLYyOAlf hFTFAOSNI 6/ ChouT
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w [/ 2NLI2NIGS { SONBiOINET

w /| KAST 9ESOdziABS hTFAOSNI 6/ 9hoOT

w DSy SNait / 2dzy
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For additional information see Handbook 4000.1 1.A.3.c.i{BMpvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

65.

6/30/15

What is the definition
of a small supervised
mortgagee?

A SmalBupervised Mortgagee is a Supervised Mortgagee that has consolidated assets below the threshold for audit
financial reporting established by the Federal Banking Agency with oversight of the Mortgagee. Thresholds are codif
CFR 363.1(a), 562.4(B), and 715.4(c), and are subject to change.

The Electronic Code of Regulationg3eR) is available lattp://www.ecfr.gov/caibin/ECFR?page=browse

For additional information see HandbodR00.1 1.A.2.a.i.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
I.A2.a.i.(B)

66.

6/30/15

How does an FHA
mortgagee make

phone, or contact
information in FHA
records?

changes to its address,

The mortgagee must submit all information updates to FHA using the Lender Electronic Assessment Portah thEAP)
Institution and corresponding Branch pageo make these updates, the mortgagee must have access to the FHA
Connection.All information updates must be submitted within 10 business days of the change.

An information update is any changetoamic8 I 355 Qa
directly managed by the mortgagee.

oFaA0 AyaidAddziazy 2N oNI

The mortgagee must submit Information updates, as appl icable, for
F RRNB&aasSa T2N O2NNBaLRyRSyOS
LJ2 kofitact 2 ¥

the following information:

Fff 206KSNJ O2y il OG YR ARSYGATAOIGAZY AYT2NXNIGAZY
ON}F yYOK 2FFAOS AyTF2NNIGAZY

O2NLRNIGS 2FFTAOSNE

LINAYOALI f kI dziK2NAT SR 38y NBfIGAZyaKALA

€geegegeee

OFakK FTt2g | O02dzyia

For information about using LEAP refer to the LEAP User Manual locatétbatwww.hud.gov/lendersunder the LEAP
Information link in the Approvals & Renewals section.

Handbook 4000.1 |.A.7-.is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
I.LA.7.a:b.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
FYyRo0221 a&

FHHGD

only and do not establish or mi® A F &

GKS LI2ftA0e O02yiGFAYSR Ay Cl! Qa

HOMEOWNERSHIP



http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
http://www.ecfr.gov/cgi-bin/ECFR?page=browse
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
http://www.hud.gov/lenders
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

FHA Single Family Housing Policy Handbook (HUD Handbook 4000.1) Frequently Asked Questions Preview

Doing Business with FHAMortgagees

Row # Added FAQ Answer References
67. 6/30/15 How does an FHA When FHAapproves an application for FHA mortgagee approval, FHA provides notice via email and U.S. mail. This rj 4000.1
approved mortgagee | A y Of dzRSa GKS Y2NIi3l3SS0a aaA3aySR Cl! [SYyRSNILRSyidAdILA3e.
obtain a letter from
FHA verifying it is Neighborhood Watch may be used to look up a mortgagee bgged name, DBA name or FHA Lender ID and verify the
approved? O2YLI yeQa Cl! tSYRSNIILIINRBGIE adal Gdzao

Neighborhood Watch can be accessed faitps://entp.hud.gov/sfnw/public/.

iKS éé@ LJ 38 |

Tolook up alender, pleaseclgky G KS a5SilAf&aég fAYyl 2y i
YSZ FRRNBaaz LKz

NBadzAZ Ga gAftf LINPGARS (GKS f SyRSNRa yl
related information and any of its branches thae currently registered with FHA.

Handbook 4000.1 |.A.3.e is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/admitiiation/hudclips/handbooks/hsgh

68. 6/30/15 Can | become an FHA | Yes. Unconditional Direct Endorsement (DE) Authority is a supplemental authority which permits a mortgagee to un{ 4000.1
mortgagee without and close Title Il Single Family mortgages prior to submitting them for FHA insurance endorsement. An FHA apprg I.A.5.a.i.(A)(1)& (3);
getting Direct mortgagee with ©nditional Authority (has not entered or completed the test case phase) can originate FHA loans if | Il.A.1.a.iii.(A)(1);
Endorsement (DE) sponsored by a mortgagee with FHA Unconditional DE Authority. In this capacity, the sponsored mortgagee would ff 11.A.1.a.iii.(B)(1)(b)
approval? operating as a Third Party Originator (TPO)

FHA allows originations between a TPO and an unconditional DE mortgagee that meet the following:

1. The TPO must originate the loan.

2. The DE mortgagee must underwrite the loan.

3. Theloan can be funded and closed by the TPO if the TPO is an FHA adppooigagee.

4. The FHA approved mortgagee serving as the TPO on the loan will not be able to access the loan file in the FHA|
Connection (FHAC).

5. Arrelationship between a TPO and an unconditional DE lender must be registered in FHAC by the DE mortgage

For additional information see Handbook 4000.1 1.A.5.a.i(A)(1)&(3); Il.A.1.a.iii.(A)(1); Il.A.1.a.iii.(B)(1)(b) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

69. 6/30/15 Can a bank or credit Yes.A ThirdParty Originator (TPO) is an entity that originates Ht$dred mortgages for an Frabproved mortgagee. A | 4000.1
union that is an FHA TPO may be an Frapproved entity or a noirHAapproved entity. Glossary;
approved lender be a .LA.5.a.i.(A)(1)& (3);
Sponsored Third Party | FHA allows originations between a TPO and an unconditional Direct Endorsement (DE) mortgagee that meet the fol II.A.1.a.iii.(A)(1);
Originabr (TPO)? 1. The TPO must originate the loan. 11.A.1.a.iii.(B)(1)(b)

2. The DE mortgagee must underwrite the loan.

3. The loan can be funded and closed by the iTB#@ TPO is an FHA approved mortgagee.

4. The FHA approved mortgagee serving as the TPO on the loan will not be able to access the loan file in the FHA (
(FHAC).

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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5. Arelationship between a TPO and an unconditional DE mortgagee musfistened by the DE mortgagee in FHAC.

For additional information see Handbook 4000.1 1.A.5.a.i(A)(1)&(3); Il.A.1.a.iii.(A)(1); Il.A.1.a.iii.(B)(1)(b) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

70. 6/30/15 How does a mortgagee| The mortgagee has an ongoing requirement to notify FHA of any changes to the information outlined in its applicatioj 4000.1
get its authorized Cl! FLIWINRGIE 2NIAY ClI! Q& StAIAOoAfAGE NBIdZANBYSyildaod I.LA7
functions changed?

The mortgagee must submit all Information Updates, Notices atekial Event, and Change Requests to FHA using the
Lender Electronic Assessment Portal (LEAP). All Information Updates, Notices of Material Event, and Change Requ
be submitted within 10 business days of the change, unless otherwise specifiathibook 4000.1 .A.7.

The mortgagee must:

w AYyOfdzRS | O2¢0SN) t SGGSNI aA3ySR o0& | O2NLER2NIGS 2FFAL
W adzowYAQG Fye NBIjdzANBR R20dzySyida a aLISOAFTFASR Ay || yH
TheLEAP User Manual is availablevatw.hud.gov/lendersinder the LEAP Information link in the Approvals & Renewalg
section.
Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
71. 6/30/15 When must an FHA The mortgagee must submit all corporate officer updates, to FHA using the Lender Electronic Assessment Portal (LE 4000.1
approvedmortgagee within 10 business days of the change. .A.7.a
report corporate officer
updates or changes to | The mortgagee must:
FHA? w Ay OcbwizieSer $igned by a corporate officer summarizing the business change(s); and
w Adzo YAl Fyeé NBIjdANBR R20dzySyida Fa &ALISOAFTASR AYy || yH

The LEAP User Manual is locatechép://www.hud.gov/lendersunder the LEAP Information link in the Approvals &
Renewals section.

Handbook 4000.1 I.A.7.a is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

72. 6/30/15 What types of business| The mortgagee has an ongoing requirement to notify BHany changes to the information outlined in its application for | 4000.1
changes must a Cl! FLIWINRGIE 2NIAY CI! Q& StAIAOAfAGE NBIdZANBYSyidaod I.A7.a
mortgagee report to
FHA? Information Update

L'y LYTF2NXIFEGA2Y 'LIREFEGS Aa Ftye OKFy3aS (G2 | Y2NI3IFIASEQ:

be directly managed by the mortgagee.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Notice of Material Event
A Notice of Material Event is the method of submitting a required notice to FHA of a change to the information provid
the mortgagee at application as evidence of approval eligibftitd I OKIF y3S GKF G I F¥FS0Ga -4
approved mortgagee.

Change Request
A Change Request is the method of submitting information and/or business changes to FHA that requires FHA revie

approval before acceptance. Any update bange that cannot be made by the mortgagee directly is submitted as a Ch
Request.

The mortgagee must submit all Information Updates, Notices of Material Event, and Change Requests to FHA using
Lender Electronic Assessment Portal (LEAP) withiudiddss days of the change, unless otherwise specified in Handbg
4000.1 I.A.7.

The mortgagee must:
1 include a cover letter signed by a corporate officer summarizing the business change(s); and
9 submit any required documents as specified in Handbook 4008.3.c or as described in the LEAP User Manual.

The LEAP User Manual is locatechétp://www.hud.gov/lendersunder the LEAP Information link in the Approvals &
Renewals section.

Handbook 4000.1 .A.3.cl&A.7 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

73. 6/30/15 When must an FHA The mortgagee must submit a Notice of Material Event to FHA if it experiences a change in partnership or principal ¢ 4000.1
approved mortgagee using the Lender Eleainic Assessment Portal (LEAP) within 10 business days of the cliigmcludes the addition or lLA.7.
notify FHA of business | removal of partners or principal owners.
changes in partnership
or Principal Owners? | A Notice of Material Event is the method of submitting a required notice to FHA of a change to the informatidiegimyv
GKS Y2NI3IF3ISS G FLWXAOFGA2Y a SOHARSYOS 27F | LILINR DI-f
approved mortgagee.

The mortgagee must:
1 include a cover letter signed by a corporate officer summarizing the businesgefis and
9 submit any required documents as specified in Handbook 4000.1 |.A.3.c or as described in the LEAP User Manual

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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References

The LEAP User Manual is locatechétp://www.hud.gov/lendersunder the LEAP Informatidimk in the Approvals &
Renewals section.

Handbook 4000.1 I.A.3.c & |.A.7 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

74.

6/30/15

What happens if an
NMLS ID is revoked or
license/registration
expires?

The mortgagee must ensure that it and its employees comjily thhe Secure and Fair Enforcement for Mortgage Licensi
Act of 2008 (SAFE Act), including the licensing and registration of its employees in the NMLS.

The mortgagee must have an active state license, registration, or equivalent approval to opebatgritss in the
jurisdiction where the home office is located.

The mortgagee must ensure that each branch office has all licenses, registrations, or approvals required for the type
mortgagee functions or activities performed for the jurisdictiominich that office is located.

A mortgagee that has been refused a state license or been sanctioned by any state in which it will originate FHA mo
must disclose the circumstances of the refusal or sanction and the resolution to FHA.

The mortgagee mat submit a Notice of Material Event to FHA of any changes to its license(s) using the Lender Electn
Assessment Portal (LEAP) within 10 business days of the change. In the event of a lending license surrender or revd
the mortgagee must notify Fwhich license(s) has been surrendered and provide an explanation of each action.

The mortgagee must ensure that its corporate officers, employees, and affiliates conducting FHA business on their b
have all state and federal licenses and registragicequired for the mortgagee functions or activities that will be perform

The Mortgagee Review Board (MRB) is authorindéthpose civil money penalties and take administrative action against]
FHAapproved mortgagee that does not compiyth HUD ad FHA statutory, regulatory, and any Handbook requirement

For more information about submitting a Notice of Material Event using LEAP refer to the LEAP User Manual locateg
http://www.hud.gov/lendersunderthe LEAP Information link in the Approvals & Renewals section.

Handbook 4000.1 I.A.3.c.iv.(B)(3)(b)(iii); I.A.3.c.vi; V.E.4 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
1.A.3.c.iv.(B)(3)(b)(iii);
.LA.3.c.vi;

V.E.4

75.

6/30/15

Has FHA's requirement
been changed so a loa
can close in the name
of a nonrFHA approved
entity?

A mortgagee must ensure its sponsored Third Party Originator (TPO) does not purchase or hold FHA insured loans
not close loans in their own name.

A mortgagee may permit its sponsored TPO to purchase or hold FHA insured loans and may claséheiaosvin name, if
the TPO islso an FHAapproved mortgaged-or additional information see Handbook 4000.1 I.A.5.v.a.(B)available at

http:// portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
I.A.5.a.v.(B)

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes

only and do not establish or mi® A F &

GKS LI2ftA0e O02yiGFAYSR Ay Cl! Qa
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76. 6/30/15 How does a mortgagee| The mortgagee must submit a Change Request toiffldAler to change its fiscal year end date. 4000.1
get its Fiscal Year lLA7.a&l
revised/changed in The mortgagee must submit the Requests to FHA using the Lender Electronic Assessment Portal (LEAP) at least 90
FHA's computer before the end of their current fiscal year, as reported to FHA.
systems?

The mortgagee must:
w Adé & cEoder letter signed by a corporate officer summarizing the business change(s); and
w adzoYAlG Fyeé NBIdANBR R20dzySyida Fa aLISOATASR Ay || yH

Before approving the change, FHA may requirethemoEigS S (2 adzo YA G AYUGSNRY FAYyIl Y
next annual renewal financial reports cover no more than 18 months.

The LEAP User Manual is locatechétp://www.hud.gov/lendersunder the LEARformation link in the Approvals &
Renewals section.

Handbook 4000.1 I.A.7.a & | is available at
http://portal.hud.gov/hudportal/HUD?src=/prgram_offices/administration/hudclips/handbooks/hsgh

77. 6/30/15 How do | add A Principal/Authorized Agent Relationship is one in which a mortgagee with Unconditional Direct Endorsement (DE) | 4000.1
Authorized Agents in authority permits aother DEapproved mortgagee to underwrite mortgages on its behalf. I.A.5.a.iv.
LEAP?

The relationship must be documented in the Lender Electronic Assessment Portal (LEAP) by the authorized agent a
LINAYOALI fQa Cl! [ SYyRSNJI L5 Y dztlie FldAScass fifdiaBdNGFRACL Yy G KS ah )

The principal must originate the mortgage and the authorized agent must underwrite the mortgage. The mortgage m
Oft2aS8S Ay SAGKSNI Y2NI3alF3SS0a yIYSE FyR SAGKSNI YI & &dz

Theauthorized agent must have Unconditional DE authority to underwrite the type of Mortgage that is being underwr
The mortgagees must be approved as follows.

To originate forward mortgages:

1 the principal may have Unconditional DE authority for eitfegward mortgages or Home Equity Conversion Mortgageg
(HECM); and

9 the authorized agent must have Unconditional DE authority for forward mortgages.

To originate Home Equity Conversion Mortgages
1 the principal may have Unconditional DE authority for eitteeward mortgages or HECM; and
9 the authorized agent must have Unconditional DE authority for HECM.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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The LEAP User Manual is locateditih://www.hud.gov/lendersunder the LEAP Information link in the Approvals &
Renewals section.

Handbook 4000.1 I.A.5.a.iv. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclipshdbooks/hsgh

78. 6/30/15 What are the 'y a! NBF ! LIINBO@SR FT2N) . dzaAySaaé 6! ! C. 0 Aa Kgermit&izod NI 4000.1
geographic limits for a | originate or underwrite FHA mortgages. The AAFB is subdivided into HUD Field Office jurisdictions. LA.4.b.
lender's home or
branch office when All branch officeregistered by a lender will initially be granted a nationwide AAFB. The branch may only exercise its

originating FHA loans? | authority to originateor underwrite FHA mortgages in those states where the lender fully complies with state originatic
and/or underwriting licensing and approval requirements.

For additional information sedlandbook 4000.1 I.A.4.b available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

79. 6/30/15 How does a lender 'y a! NBI ! LILUINP@SR FT2N) .dzaAySaag o!! C. 0 Aa (GKS 3IS23NI 40001
obtain HUD approval to| originate or underwrite FHA Mortgages. The AAFB is subdivided into HUD Field Office jurisdictions. .A.4.b.
originate FHA loans
nationwide? All branch dficesregistered by a lender will initially be granted a nationwide AAFB. The branch may only exercise its

authority to originate or underwrite FHA Mortgages in those states where the lender fully complies with state originat
and/or underwriting licensing ahapproval requirements.

For additional information sedlandbook 4000.1 I.A.4.b available at
http://portal.hud.gov/hudportal/HUD?src=/program fices/administration/hudclips/handbooks/hsgh

80. 6/30/15 Which branch offices off The mortgagee must registail branch offices in which it conducts FHA business, includigmpating, underwriting, and/or| 4000.1
a lender must be servicingFHA ya dzZNBR Y2 NIidl 3Sad | f f swmffidg, oitck fadliffed, And Sparativgdzniiremedsy 1.A.4.a;
registered with FHA? | and all applicable licensing requirements. .A.6.

For additional information see Handbook 4000.1 |.&.4A.6. available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

81. 6/30/15 Does FHA allow net No.¢t KS f SYRSNJ Ydzad y2d Sy3alF3asS [y SEAadGAy3ads fS3Ltte &a§| 40001
branching? office or Doing Business As (DBA) name or to conduct FHA activities usin§tffeR SN & CI1 ! | LILINE @1 | LA4d;
I.A.6.g.ii

The lender must pay all of its own operating expenses, including the expenses of its home office and any branch offi
where it conducts FHA busine3he lender must maintain all accounts for operating expenses in its name.

In cases where a lender acquires an existing office with the intent of operating it as a branch office, and the lease of t
acquired office is not transferable to the lender, FHA will allow the lender to operate the acquired office as a braach ¢
until the lease expires upon its own terms, so long as the lender can demonstrate that it has assumed financial liabili

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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"corporate officer"
include branch
managers?

positions for a Nonsupervised or Investing Mortgagee:
Owner;

President;

Vice President;

Chief Operating Officer (COO);
Chief Financial Officer (CFO);
Director;

Corporate Secretary;

Chief Executive Officer (CEO);
General Counsel;

Chairman of the Board;
General Partner; or

Member or Manager of an LLC.

R I R e R |

A Corporate Officer of Supervised and Goweent Mortgagees is a natural person who serves as one of the following
positions for a Supervised or Government Mortgagee:
i President;

1 A0S t NBaARSyd Ay OKINBHS 2F YIyl3Ay3ad 2N 208SNBSSAy3

Row # Added FAQ Answer References
the payment of the lease. In such cases, the lender must document and maintain evidence that it has assumed finan
liability for the paynent of the lease and produce this documentation to FHA upon request.
For additional information see Handbook 4000.1 I.A.4.d; 1.A.6.g.ii available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
82. 6/30/15 How does an FHA Allbranch offices in which a lender conducts FHA business, including originating, underwriting, and/or servidgimsyfedA| 4000.1
approved lender mortgages must be registered. The lender must register each branch office and pay branch office registration fees th 1.A.4.a
register a new branch | the LenderElectronic Assessment Portal (LEAP).-8idgid FHA lender ID will be assigned to each registered branch offic
office?
The lender cannot register a new branch office within a HUD Field Office jurisdiction in which it has withdrawn a brar
officeinthelast® Y2y (iKad LyadSIRT GKS £ SyRSNI Ydzad YI 1S kdigiNB
FHA lender ID to the new branch and pay the branch office registration fee.
For information on adding a brancéfer to the LEAP User Manual locatedtdtp://www.hud.gov/lendersunder the LEAP
Information link in the Approvals & Renewals section.
For additional information see Handbook 4000.1 1.A.4.a available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
83. 6/30/15 Does the term No. A corporate office of a Nonsupervised and Investing Mortgagee is a natural person who serves as one of the follf 4000.1

1.A.3.c.iv.(B)(1)(a)

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
| ' yR0o221 &

only and do not establish or mi® A F &

GKS LI2ftA0e O02yiGFAYSR Ay Cl! Qa
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Chief Operating OfficdlCOO);

Chief Financial Officer (CFO);

Director;

Corporate Secretary;

Chief Executive Officer (CEO);

General Counsel;

Chairman of the Board,;

General Partner; or

Specifically designated staff member(s) of a Government Mortgagee.

=) =) =) =) =) =) =) =) =)

For additional informationee Handbook 4000.1 I.A.3.c.iv.(B)(1)(a) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbothissih

84. 6/30/15 What happens if a ¢2 NBGFAY AdGa ClI! FLIINBOGFEX | £ SYRSNJ Ydza (X dzy taBnaabags] 4000.1
lender fails to complete| 91 OK f SYRSNJ Ydzad &dzoYAl AGa NBOSNIATAOFGAZ2Y LI O1F 38 |LABa&g
the annual
recertification of its A lender may be referred to the Mortgagee Review Board (MRB) for failing to timely and satisfactorily complete the g
FHA approval? recertificationprocess.

For additional information see Handbook 4000.1 1.A.8.a & g available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/admstration/hudclips/handbooks/hsgh

85. 6/30/15 Does an FHA approved Supervised, Nonsupervised, and Investing Mortgagees must meet the adjusted net wotitpadlity requirements at all 4000.1
lender have to meet the| times. I.A.3.c.vii;
liquidity and net worth I.A.7.f
requirements at all LT G Fye GAYS | Y2NI3IIF3ISSQa | R2dzAGSR ySi ¢2NIK 2NJ f
times? Notice of Material Event to FHA using the Lender Electronic Assessment Portal (LEAP) Wwiikine33% days of the

deficiency. The mortgagee must submit a corrective action plan that outlines the steps taken to mitigate the deficieng
includes relevant information, such as contributions and efforts made to obtain additional capital.

For more mformation about submitting a Notice of Material Event using LEAP refer to the LEAP User Manual located
http://www.hud.gov/lenders under the LEAP Information link in the Approvals & Renewals section.

Handbook 4000.1 I.A.3.c.vii; I.A.7.f is available a
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

86. 6/30/15 Who can complete the | The certification must be completed through the Lender Electronic Assessment Portal (LEAP) by a Corporate Officer; 4000.1
FHA online Annual mortgagee who has been granted the Certifying Offmighorization in FHA Connection (FHAC). I.A.8.b;
Certification on behalf I.A.3.c.iv.(B)(1)
of a mortgagee? A Corporate Officer of a Nonsupervised and Investing Mortgagee is a natural person who serves as one of the follow

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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positions for a Nonsupervised or Investing Mortgagee:
Owner;

President;

Vice President;

ChiefOperating Officer (COO);
Chief Financial Officer (CFO);
Director;

Corporate Secretary;

Chief Executive Officer (CEO);
General Counsel;

Chairman of the Board,
General Partner; or

Member or Manager of an LLC.

e R I |

A Corporate Officer of Supervised and Governnidattgagees is a natural person who serves as one of the following
positions for a Supervised or Government Mortgagee:

President;

+A0S t NBaAARSYyl Ay OKIFNHBHS 2F YIylFI3IAy3 2N 20SNESSAy3
Chief Operating Officer (COO);

Chief Financial Officer (CFO);

Director;

Corporate Secretary;

Chief Executive Officer (CEO);

General Counsel;

Chairman of the Board,;

General Partner; or

Specifically designated staff member(s) of a Government Mortgagee.

=A =4 =8 =4 -8 a e e e

For LEAP Information, including the LEAP User Manual, please visit the FHA Lenders page, Approvals and Renewa|
http://www.hud.gov/lenders

Handbook 4000.1 I.A.8.b; I.LA.3.c.iv.(B)(1)(a) is available a
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS Ll2f A0é O2yGFAYSR Ay Cl! Qa | FyRo6o2217a
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87. 6/30/15 What aretheannual |[¢2 NBGFAY Ada CI! [ LIINRGIEX | Y2NI3Al IASS Y dzawiihin O®Rd¥ysXAfter 4000.1
recertification their fiscal year end. I.A.3.c.iv.(B)(1)(a)

requirements for FHA
approved Government | Governmentmortgagees must submit the online certification to recertify their FHA approval, buiareequired to pay a
Mortgagees? recertification fee or submit financial information.

The mortgagee, through a corporate officer, maemplete a series of annual certificatistatements that address the
Y2NI 3k 3885048 O2YLIX AlLyOS gAGK Cl! NBIdANBYSyi(a 288 pidil
0SAAYYAYy3a 2y (GKS FANBRG RIFIe 2F GKS Y2NI 3l 3 &EQ& LINK 2 NJ

The certification must be completed through the Lender Electronic Assessment Portal (LEAP) by a corporate officer
mortgagee who has been granted the Certifying Official authorization in FHA Connection (FHAC).

A corporate officer is a naturgkerson whoserves as one of the followimmpsitions for a government mortgagee:
1 President;

1T+A0S t NBAARSYld Ay OKIFNHS 2F YIylF3dAy3d 2N 20SNESSAy3
9 Chief Operating Officer (COO);

Chief Financial Officer (CFO);

Director;

Corporate Secretary;

Chief Executive Officer (CEO);

General Counsel;

Chairman of the Board;

General Partner; or

Specifically designated staff member(s) of a Government Mortgagee.

=) =) =) =) =) =) =) =

For LEAP Information, including the LEAP User Manual, plessisthe FHA Lenders page, Approvals and Renewal sectig
http://www.hud.gov/lenders

Handbook 4000.1:1.A.3.c.iv.(B)(1)(a) is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

88. 6/30/15 When must a newly Lenders approved using audited financial statements that covered a time period ending within the six months before| 4000.1
FHA approved lender | approval are not required to submit a recertification package after the close of that fiscal year. I.A.8.a.iii
submit its first renewal
audit of its financial At the clog of the first, full fiscal year following receipt of FHA approval, the lender must submit audited financial
statements? statements covering the period from the ending date of the financial statements used to obtain initial approval, and e

atthecloseofthelelRSNDa Yz2ad NBOSyid Fraaolt &a@SENW [ SYRSNE YI @
than 18 months.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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For additional information see Handbook 4000.1 I.A.8.a.iii available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

89.

6/30/15

How do | add an Officel
to complete the online
annual recertification to
renew my FHA
approval?

The certification must be completed through the Lender Electronic Assesdtoetal (EAPby a corporate officer of the
mortgagee who has been granted the Certifying Official authorization inGdeidAection FHAQ.

S AyalaAlddziaz2yQa | LILX AOF GA2y O adiRianfdleicuplis thrgd cérpofat & A 3
FAOSNHEQ dzaSNJ L5340

The application coordinators may assign annual certification authority by completing these steps:
Sign into the HA Connection (FHAC);

click on "ID Maintenance";

Of AOlA@ophnectiocBd ! RYAYAAGNI GA2YET

enter the user ID of the corporate officer who will do the annuatifieation in the "By ID" field,;
click send;

scroll down to "Authorization for Lender Electroniss@ssment Portal Applications”;
OKSOl &/ BRNIGKERAYI Iy R

click "Send".The change is effective the next business day.

=) =) =) =) =) =) =) =

To register a corporate officer in LEAR mortgagee must:
1 include a cover letter signed by a Corporate Officer summarizing the business change(s); and
9 submit any required documents as s in Handbook 4000.1 I.Ad® as described in the LEAP User Manual.

For LEAP Information, including the LEAP User Manual, please visit the FHA Lenders page, Approvals and Renewa
http://www.hud.gov/lenders

Handbook 4000.1 I.A.8.b.ii & I.A.7.a.iii is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1 I.A.8.b.ii;
LA.7.a.iii

LEAP User Manual

90.

6/30/15

Can an FHApproved
Lender pay its annual
recertification fee
directly in pay.gov?

No. Alffee payments must be made electronically via the Lender Electronic Assessment Portal (LEAP). LEAP uses &
6S0 aSNWAOS 6AGK GKS ¢NBFada2NBE 5SLINIYSyGiQa tl e&odD2g &

For LEAP Information, including the LEAP User Manual, please visit the FHA pagelefpprovals and Renewal section,
http://www.hud.gov/lenders

Handbook 4000.1 l.a.8.c. is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
I.LA.8.c

LEAP User Manual

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes

only and do not establish or mi® A F &
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91. 6/30/15 Can a mortgagee obtaiil Themortgagee may request an extension of its recertification package due date. Extension requests must be submit{ 4000.1
an extension for through the Lender Electronic Assessment PottBIAPat least 45 days prior to the mortgaS S Qa NB OS NI A T LA
submission of their date.
financial statements in
LEAP? For LEAP Information, including the LEAP User Manual, please visit the FHA Lenders page, Approvals and Renewa

http://www.hud.gov/lenders

Handbook 4000.1 |.A.8.f is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

92. 6/30/15 When does a newly The recertification fee is nerefundable and will not be prorated. 4000.1
FHAapproved lender I.A.8.a.iii and 8.c
have to pay its first Lenders approved using financial statements that covered a time peridohg within the six months before approval are
annual recertification not required to submit a recertification package after the close of that fiscal year.
fee?

For additional information see Handbook 4000.1 I.A.8.a.iii; l.A. 8.c available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

The Lender Electronic Assessment Portal (LEAP) User Manual is locdttd: dtvww.hud.gov/lendersunder the LEAP
Information link in the Approvals & Renewals section.

93. 6/30/15 What is the Online The mortgagee, through a corporate officer, must complete a series of ameutfication statements thaaddress the 4000.1
Certification processfof Y2 NIi 31 388048 O2YLIX Al yOS 46AGK ClI! NBIdANBYSyi(ia 28 pdridiH 1.A8.b
Mortgagee Annual beginningont® FANEG RIFEe 2F GKS Y2NI3IF3IS5SQa8 LINA2NI FA&AOLE @
Recertification?

The certification must be completed through the Lender Electronic Assesstoeial (LEAP) by a corporate officer of the
mortgagee who has been granted the Clgitig Official authorization in FHA Connection (FHKh@)mortgagee is unable to
truthfully certify to one or more of the statements set forth in the online certification, the mortgagee must not make th
particular certification.

The mortgagee must sulitran explanation for each certification that it is unable to complete. Supporting documentatiq
may besubmitted with the explanation. ¥ | RRAGA2Yy £ Ay F2N¥YI GA2y A& NBIjdzAN
will advise what additionahformation or documentation is required and provide a due date for the submission of the
requested information or documentation.

Cl! gAff NBOGASH GKS Y2NI3IFISSQa ELX I yIGA2Yy | YR 02Y
documentationy SSRSR (2 NBYRSNI I FAylIf RSOA&A2Yy NBIIFNRAYy3I i
process.

If a mortgagee submits a false certification to FHA, the mortgagee and its certifying corporate officer may be referred

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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Doing Business with FHAMortgagees

reporting requirements
for small supervised
mortgagees?

financial reporting established by the Federal Bagkhgency with oversight of the mortgagee. Thresholds are codifié@
CFR 363.1(a), 562.4(b)(2), and 715.4(c),amadubject to change.

At application for approval a small supervised mortgagee must submit a copy of its unaudited regulatory repogp@rt

2T O2yRAGAZ2Y IyR AyO02YSsz: fa2 1y2¢6y a GKS aOFff NBI

Row # Added FAQ Answer References
criminal, civil or administrative actions, as appropriate.
The Lender Electronic Assessment Portal (LEAP) User Manual is locdttd: tvww.hud.gov/lendersunder the LEAP
Information link in the Approvals & Renewals sewti
Handbook 4000.1 I.A.8.b is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
94. 6/30/15 Can someone other The certification must be completed through the Lender Electronic Assessment @R&#d?) by a corporate officer of the | 4000.1
than a Corporate mortgagee who has beegranted the Certifying Official authorization in FHA Connection (FHAC). I.A.8b
Officer complete the
Annual Certification? The Lender Electronic Assessment Portal (LEAP) User Manual is located at: http://www.hud.gov/lenders under the |
Information link in the Approvals & Renewals section.
Handbook 400.1 1.A.8.b is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
95. 6/30/15 What must | do if | am | If a mortgagee is unable to truthfully certify to one or more of the statements set forth in the Lender Electronic Asses{ 4000.1
unable to certify the Portal (LEAR)nline certification, the mortgagee must not make the particular certification. The corresponding box sho 1.A.8.b.ii
companymeetsHUD [6S f STl dzy OKSO1 SR IyR GKS da!ylofS (G2 /SNIATFTesE 2LI0A2Yy
annual recertification LEAP User Manual
requirements? The mortgagee must submit an explanation for each certification that it is unalderhplete. Supporting documentation
may besubmitted with its explanatior. ¥ | RRAGA2Y It AYF2NNIGA2Yy A& NBI dzA NX
will advise what additional information or documentation is required and provide a duefdatee submission of the
requested information or documentation.
Cl! gAff NBOGASE GKS Y2NI3AF3ASSQa SELXFylFGA2y yR 02Y
YySSRSR (2 NBYRSNI I FAYIf RSO ipktk the/anniNg rdderhiBatioyi frocés& S f Sy FH
The Lender Electronic Assessment Portal (LEAP) User Manual is located at: http://www.hud.gov/lenders under the |
Information link in the Approvals & Renewals section.
Handbook4000.1 1A.8.b.iii is availablé a
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
96. 6/30/15 What are the financial | A small supervised mortgagee is a supervised mortgagee that has consolidated assets below the threshold for audit{ 4000.1

I.A.3.c.vii.(C)(1);
.LA.8.d.i

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes

only and do not establish or mi® A F &

GKS LI2ftA0e O02yiGFAYSR Ay Cl! Qa
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Examination Council Forms 031 and 041, or a consolidated or fourth quarter NCUA call report, submitted on NCUA |
5300 or 5310%¥igned by a corporate officer that aligns with its fiscal year end.

At renewal a small supervised mortgagee must submit a copy of its unaudited regulatory report, signed by a corpora
officer, which aligns with its fiscal year end in the Lender EleactrAssessment Portal (LEAP).

The Lender Electronic Assessment Portal (LEAP) User Manual is locdttd: tvww.hud.gov/lendersunder the LEAP
Information link in the Approvals & Renewals section.

Handbook4000.1 1.A.3.c.vii.(C)(1); I.A.8.d.i is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbodisih
97. 6/30/15 How does a lender Payment, Correspondence, and Recertification History can be viewbd Lender Electronic AssessmenttBb{L EAPDy LEAP User Manual
verify their annual selecting the History drepgown on the Menu Bar.
renewal fee payment
has beenreceivedand | ! vy Ly aGAGdziA2y Qa LI &HBSHEEB { SAOLRNIE ThetPdyMedSHistN Sagedinill shdwéady
processed? Pay.gov payments required or made by the Institution.

For LEAP Information, including the LEAP User Manual, please visit the FHA Lenders page, Approvals and Renewa
http://www.hud.gov/lenders

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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98.

6/17/15

What are the guidelines
for borrowers with a
short sale on a previous
principal residence?

A Borrower is generally not eligible for a new FHgured mortgage if they relinquished a property through a
short sale within three years from the date of case number assignment.

The lender must document the passage of three years since the date sfitiesale. If the short sale occurred
within three years of the case nhumber assignment date, the mortgage must be downgraded to a Refer and
manually underwritten. This thregear period begins on the date of transfer of title by short sale.
If the credt report does not verify the date of the transfer of title by short sale, the lender must obtain the sh
sale documents.

Exception for Borrower Current at Time of Short Sale

A Borrower is considered eligible for a new FHhgured mortgage if, from the date of case number assignmen

for the new mortgage:

1 all Mortgage Payments on the prior mortgage were made within the month due for thradizh period
preceding the short sale; and

1 installment debt payments for the same time period were also made within the month due.

Exception for Extenuating Circumstas
The lender may grant an exception to the thrgear requirement if the short sale was the result of documente
extenuating circumstances that were beyond the control of the Borrower, such as a serious illness or deattf
wage earner, and the Borrowéias reestablished good credit since the short sale.

Divorce is not considered an extenuating circumstance. An exception may, however, be granted where a
2NN SsSNDA Y2NI3AF3IS 61 a OdzNNBy (i kspbusé iéc@ived therpferty and
there was a subsequent short sale.

The inability to sell the property due to a job transfer or relocation to another area does not qualify as an
extenuating circumstance.

If the short sale was the result of a circumstance beyond the B@ddR & O2y i NRf X (G KS Y|
SELX I ylFi{iAz2y 2F GKS OANDdzradlyOS IyR R20dzySyid @K

For additional information see Handbook 4000.1 1l.A.4.a.v; Il.A.4.b.iii.(G); 1I.A.5.a.iii.(J) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

99.

6/17/15

Are loan amounts
restricted when the
purchase involves an
identity of interest?

4000.1
ILA.4.a.v

II.A.4.b.iii.(G)
I1.A.5.a.iii.(J)

The maximum LTV percentage for Identifyinterest transactions on Principal Residences, including transact
where a tenardlandlord relationshigexists at the time of contract execution, is restricted to 85 percent.

An |dentityof-Interest Transaction is a sale between parties with an existing Business Relationship or betw|
Family Members as defined in Handbook 4000.1 11.A.2.b.ii.(A).

4000.1

ILA.2.b.ii.(A)

Disclaimer: Thee FrequentlyAsked Questions (FAQaie relating to sections of the new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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The 85percent maximum LTV restriction does not apply for Idertiynterest transactions under the following
circumstances:

FAMILY MEMBER TRANSACTIONS

9 the Principal Residence of another Family Member; or

1 aproperty owned by another Family Member in which the Borrower has been a tenant for at least six
months immediately predating the sales contract. A lease or other written evidence to verify occupanc
required.

. L[ 59wO{ 9at[h,6 99 t}w/Il!{9

T 'y SYL}X2eSS 2F I 0dzAf RSNE ¢K2 A& y20 I CkYAfe@
models as a Principal Residence.

CORPORATE TRANSFER

T ! O2NIRN}GA2Yy GNIXya¥TSNAR |y SyYLX 2888 G2 | y2iKS
house to another employee.

TENANT PURCHASE

1 the current tenant purchases the property where the tenant has rented the property for at least six mo
immediately predating the sales contract. A lease or other written evidence to verify occupancyiisdeq

For additional information see Handbook 4000.1 11.A.2.b.ii.(A) available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/adnistration/hudclips/handbooks/hsgh

100. 6/17/15 How does FHA define | Family Member is defined as follows, regardless of actual or perceived sexual orientation, gender identity,| 4000.1
GClH YAt @& aSY legal marital status: Glossary

1 child, parent, or grandparent
- a child is defined as a son, stepson, daughter, or stepdaughter
- a parent or grandparent includes a stpprent/grandparent or foster parent/grandparent

1 spouse or domestic partner

1 legally adopted son or daughter, inclad a child who is placed with the borrower by an authorized agen
for legal adoption

§  foster child

q brother, stepbrother

q sister, stepsister

q uncle

T aunt, or

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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1 asonin-law, daughtesin-law, fatherin-law, motherin-law, brotherin-law, sisterin-law of the borrower.

For additional information see Handbook 4000.1 Glossary available at
http://portal.hud.gov/hudportal/HUD?src=/program_offistéadministration/hudclips/handbooks/hsgh

101. 6/17/15 Does FHA require a The borrower is not eligible for FHAsured financing if the Minimum Decision Credit Score (MDCS) is less tlf 4000.1 11.A.1.b.ii.(A)(3)
minimum credit score | 500. ILA.2.b.i.(A)
and how is it If the MDCS is between 500 and 579 the borrower is limited to a maximum LTV of 90%. II.LA.5.a.ii.(B)
determined? If the MDCS is at or above 580 the borrower is eligible for maximum financing.

The lender must downgrade and manually underwrite a mortgage that received an Accept reconioeifda
only the noroccupying ceborrower has a credit score. Borrowers with Amaditional or insufficient credit
histories are eligible for maximum financing, but must be manually underwritten using the procedures in
Handbook 4000.1 II.A.5.

The MDCé&efers ta

1 GKS ONBRAUG a02NB NBLRNISR 2y GKS 062NNRsgSNRa O
1 the lowest score where two differing scores are reported

1 the middle score where theediffering scores are reported.

An MDCS is determined foaeh borrower. Where the mortgage involves multiple borrowers, the lender mus;
determine the MDCS for each borrower, and then select the lowest MDCS for all borrowers.

Where the mortgage involves multiple borrowers and one or more of the borrowers dbawet a credit score
(non+traditional or insufficient credit), the lender must select the lowest MDCS of the borrower(s) with credil
score(s).

The lender must review the credit report to determine the borrower's MDCS, except for mortgages to be in
under Sections 247 and 248.

For additional information see Handbook 4000.1 11.A.1.b.ii.(A)(3); Il.A.2.b.i.(A); 1l.A.5.a.ii.(B)available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

102. 6/17/15 What are the guidelines To be eligible, all occupying and rRoocupying borrowers and eaorrowers must take title to the property in 4000.111.A.1.b.ii.(A)
for co-borrowers and their own name or a living trust at settlement, be obligated on the Note or credit instrument, and sign all se| 1l.A.1.b.ii.(A)(4)6)
co-signers? instruments.

Incommunity N2 LISNIi @ adliSaz GKS 02NNRgSNDa alldzasS Aa
must be executed by all parties necessary to make the lien valid and enforceable under State Law.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Cosigners are liable for the debt and therefore, must sign\tbte. Cosigners do not hold an ownership interes
in the subject property and therefore, do not sign the security instrument.

Non-occupying ceborrowers or cosigners must either be United States (U.S.) citizens or have a principal
residence in the U.S.

Aparty who has a financial interest in the mortgage transaction, such as the seller, builder or real estate ag
may not be a cdorrower or a cosigner. Exceptions may be granted when the party with the financial intere;
family member.

For additiomal information see Handbook 4000.1 II.A.1.b.ii.(A) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/huddipandbooks/hsgh

103. 6/17/15 Do borrowers have to | U.S. citizenship is not required for eligibility. The lender must determine the residency status of the borrow| 4000.1
be U.S. citizens to based on information provided on the application and other applicable documentation. In no case is a Soci 11.A.1.b.ii.(A)(8(9)
qualify for FHA Security card sufficient to prove immigration or work status.
financing?

A borrower with lawful permanent resident alien status may be eligible provided dh@Wwer satisfies the same
requirements, terms and conditions as those for U.S. citizens. The file must include evidence of the perma
residency and indicate that the borrower is a lawful permanent resident alien ob/iieA

The U.S. Citizenship aidmigration Services (USCIS) within the Department of Homeland Security provide:
evidence of lawful, permanent residency status.

A borrower who is a nepermanent resident alien may be eligible provided:

1 GKS LINBPLISNIieé gAff 0Sdeiic&KS 02 NNBgSNRA LINAYOA LI f

1 the borrower has a valid SSN, except for those employed by the World Bank, a foreign embassy, or
equivalent employer identified by HUD;

1 the borrower is eligible to work in the United States, as evidenced by the Employment Authorization
Document isued by the USCIS; and

1 the borrower satisfies the same requirements, terms and conditions as those for U.S. citizens.

The Employment Authorization Document is required to substantiate work status. If the Employment

Authorization Document will expire viiin one year and a prior history of residency status renewals exists, th
lender may assume that continuation will be granted. If there are no prior renewals, the lender must detern
the likelihood of renewal based on information from the USCIS.

A borrower residing in the U.S. by virtue of refugee or asylee status granted by the USCIS is automatically

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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to work in this country. The Employment Authorization Document is not required, but documentation
substantiating the refugee or asylee status e obtained.

NonU.S. citizens without lawful residency in the U.S. are not eligible.

For additional information see Handbook 4000.1 II.A.1.b.ii.(AXBavailable at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
104. 6/17/15 Does FHA have cash | The lender must verify and document reser&§ dzA @1 £ Sy i (2 GKNBS Y2y dKaQ |4000.1I1.A4.d.i(C)
reserve requirements? | Insurance (PITI) after closing for all mortgages for tht@éour-unit properties. 1ILA.5.c.i.(C)

C2NJ YIydzr & dzyRSNBNRGGSY Y2NI3aF3asas GKS t SyRSN
PITlafter closing for oneto two-unit properties.

The lender must verify and document all assets submitted to the Automated Underwriting System (AUS).
wSaSNBSa NBFSNI G2 GKS adzy 2F GKS 02NNEgSNDRAhhedSN,|
borrower is required to pay at closing.
Reserves do not include:

1 the amount of cash taken at settlement in cashit transactions;
incidental cash received at settlement in other loan transactions;
gift funds;

equity in another property; or

borrowed funds from any source.

1
1
1
1

For additional information see Handbook 4000.1 11.A.4.d.i.(C); Il.A.5.c.i.(C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
105. 6/17/15 Is a borrower eligible if | If a delinquent federadlebt is reflected in a public record, credit report or equivalent, or CAIVRS or an equivi{ 4000.1

they have a delinquent | system, the lender must verify the validity and delinquency status of the debt by contacting the creditor agq 11.A.1.b.ii.(A)(10)
Federal debt but have g to whom the debt is owed.
clear CAIVRS?

If the creditor agencgonfirms that the debt is valid and in delinquent status as defined by the Debt Collectiq
Improvement Act, then the borrower is ineligible for an FHgured mortgage until the borrower resolves the
debt with the creditor agency.

In order for a borrowewith verified delinquent federal debt to become eligible, the borrower must resolve th
federal nontax debt in accordance with the Debt Collection Improvement Act.

The creditor agency that is owed the debt can verify that the debt has been resnleeddardance with the Debt
Collection Improvement Act.
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The lender must include documentation from the creditor agency to support the verification and resolution
the debt.

For additional information see Handbook 4000.1 11.A.1.b.ii.(A)(10) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
106. 6/17/15 How does FHAefine At least one borrower must occupy the property as their principal residence within 60 Days of signing the § 4000.1

owner occupant? instrument and intend to continue occupancy for at least one year. 1LA.1.b.iii.(A)(2)(a)

For additional information see Handbook 4000.1 1I.A.1.b.iii.(A)(2)(a) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adnistration/hudclips/handbooks/hsgh

107. 6/17/15 How do | confirm The lender must check the HUD Limited Deni@anticipation (LDP) list and System for Award Management | 4000.1 II.A.1.b.ii.(B)
whether the borrower | (SAM) and follow appropriate procedures defined by that system to confirm eligibility for all participants inv
is the person whose in the transaction.

name appears on the
HUD LDP List or GSA | A borrower is not eligible to participate in Fitdsured mortgge transactions if they are suspended, debarred,
List of Excluded Parties| otherwise excluded from participating in HUD programs.

The lender must

1T OKSO1 G4KS 1!5 [5t fA&al G2 O2yTAN)Y -induddnioggbder 6 S
transaction.

1 check SAM anfollow appropriate procedures defined by that system to confirm eligibility for participatis

1 OKSO]l G(KS &, S&-9290D2TH the horrower Alleark on®ither the LDP or SAM list.

A mortgage is not eligible for FHA insurance if anyone gadtit G A y3 Ay GKS Y2 NI 3l 39
LDP list or in SAM as being excluded from participation in HUD transactions. This may include but is not li
to:

seller (except where selling the principal residence)

1

1 listing and selling real este agent
1 loan officer

1 loan processor

1 underwriter

1 appraiser

T  203(k) consultant

For additional information see Handbook 4000.1 11.A.1.b.ii.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
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108. 6/17/15 Is a sociasecurity In order to obtain FHAnsured financing each borrower must provide evidence of their Social Security Numl 4000.1
number required to (SSN) to the lender. 1LA.1.b.ii.(A)

obtain an FHA loan? The lender must:
1 Validate and document an SSN for each borrowet@oower, or cosigner on the mortgage by:
- SYyiSNRAyYy3I (GKS 062NNRBSSNNa yIYSE RIGS 2F 0ANIKEZ
FHA Connection (FHAC); and
- SEFYAYAY3I (KS 62 NNE ¢23dil3 Avali@ thidrefuiny dbtainet Hiréeframitiz RS, >
or other document relied upon to underwrite the mortgage; and
1 Resolve any inconsistencies or multiple SSNs for individual borrowers that are revealed during mortgac
processing and underwriting using a service provider to verify the SSN with the Social Security Adminig
(SSA).

Only State and local governmeagencies, instrumentalities of government and Hajiproved Nonprofit
organizations are not required to provide an SSN.

For additional information see Handbook 4000.1 11.A.1.b.ii.(A) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

109. 6/17/15 Can | use FHifnancing | Secondary residence refers to a dwelling that a borrower occupies, in addition to their principal residence, | 4000.1
to acquire a second less than a majority of the calendar year. A secondary residence does not include a vacation home. 1I.LA.1.b.iii.(B)
home?

Seconary residences are only permitted with written approval from the Jurisdictional Homeownership Cent

(HOC) after a determination that:

9 the borrower has no other secondary residence;

9 the secondary residence will not be a vacation home or be otherwise prsmarily for recreational
purposes;

¢ GKS O2YYdziAy3a RA&GIYyOS (2 GKS 02NNRBSSNRa 62N
Ad y2 | TF2NRIo0fS NByiGlf K2daAAy3 YSSGAy3d GKS o6
and

1 the maximum mortgage amount is 85 percent of the lesser of the appraised value or sales price.

The lender must demonstrate the lack of affordable rental housing, and include:
1 a satisfactory explanation of the need for a secondary residence and the lackitzble rental housing; an

1 written evidence from local real estate professionals who verify a lack of acceptable housing in the are

For additional information see Handbook 4000.1 11.A.1.b.iii.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
110. 6/17/15 Is there a minimum A borrower may be eligible to obtain another Fiv8ured mortgage without being required to sell an existing | 4000.1
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distance a borrower property covered by an FHiAsured mortgage if the borrower is: ILA.1.b.iii.(A)(2)(c)
mustrelocate before a | 1. Relocating or has relocated for an employmeelated reason; and
second FHAloancanb| 2. 9aGl 6f AaKAy3 2N KFa SaidloftAaKSR I ySé LINAyYyOALN
obtained? current principal residence.

If the borrower moves back to the original arehetborrower is not required to live in the original house an
may obtain a new FHiisured mortgage on a new principal residence, provided the relocation meets the
requirements above.

For additional information see Handbook 4000.1 11.A.1.b.iii.jigJavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

111. 6/17/15 Can a borrower with a | FHA will not insure a mortgage if it is determined that the transaction was designed to use FHA mortgage | 4000.1
portfolio of rental insurance as a vehicle for obtainimyestment properties, even if the property to be insured will be the only g II.A.1.b.iii.(A)(2)(b)
properties use FHA owned using FHA mortgage insurance.

financing i they have
no other FHA loans? For additional information see Handbook 4000.1 1I.A.1.b.iii.(A)(2)(b) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

112. 6/17/15 Whenshould lenders Lenders must use the Back to Warkxtenuating Circumstances guidance when manually underwriting a 4000.1
apply the Back to Work| purchase money mortgage application fromatower who has experienced an economieat resuting in a 11LA.5.d.xi.(B)
underwriting guidance?| foreclosure, short sale/préoreclosure sale, bankruptcy, or other negative impact on credit.

The Back to Work guidance is effective for purchase applications with case numbers assigned on or after /
15, 2013 through September 30, 2016.

Fa additional information see Handbook 4000.1 11.A.5.d.xi.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

113. 6/17/15 Is housing counseling | Theborrower must receive homeownership counseling or a combination of homeownership education and| 4000.1
required for Back to counseling. 11.A.5.d.xi.D)
Work borrowers? Housing counseling may be conducted in person, via telephone, Internet, or other methods approved by H

and mutually agreed upon by thH®rrower and housing counseling agency as provided for in the Housing
Counseling Program Handbook.

All housing counseling and education mbe completed a minimum of 3Cag's but no maoe than six months
prior to the lorrower submitting an application to lander.

Each brrower must receive one hour of oren-one counseling from a HU&pproved counseling agency. The
counseling must address the cause of ds®nomic @ent and theactions taken to overcome the economicemt
to reduce the likelihood of re@urrence.
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The housing education may be provided by Hifiproved housing counseling agencies, state housing financ
agencies, approved intermediaries or their sytantees, or through an online course.

A list of HUBapproved housing counseling agencies can be obtained online at http://www.hud.gov/ or by cé
1-(800)569-4287.

For additional information see Handbook 4000.1 11.A.5.d.xi.( D) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
114. 6/17/15 How does FHA define | Principalresidence refers to a dwelling where therrower maintains or will maintain their permanent place of| 4000.1 I.A.1.b.iii.(A)(4R)
principal residence? abode and typically spends or will live in the house the majority of the calendar year. A person may have 0
principal esidenceat any one time. Aleast one larrower mustoccupy the property within 60ays of signing the
security instrument and intend to continue agpancy for at least one yeak.person in military service must
meet the requirements of 24 CFR 203.31.

For additional information selandbook 4000.1 I.A.1.b.iii.(AX®) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbodissih

115. 6/17/15 Who signs the identity | All borrowers and consultants must sign certifications to ensure that there are no ideffityerest issues 4000.1 I.A.8.a.xiv.[AL)
of-interest certifications| between the parties participating in the 203(k) transactiSaledransactions between family members are
for 203(k)? permitted. The nortgagee must ensure there are no other instances of Identity of Interest or conflict of inter|

between partiesn the 203(k) transaction. The borrower and the 203 sultant must each sign an Identiof-
Interest certification that is placed in these binder.

If the borrower selected a 203(k) consultant to perform a feasibility study, thegagee may select the same
203(k) onsultant for the project without creating an Identity of Interest.

For additional information see Handbook 4000.1 11.&>8v.(A)(1) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
116. 6/17/15 What is meant by Nonprofit borrowers may not have a financial interest, regardless of the ownership or financing type in mor| 4000.1 II.A.5.d.xii.(C)
SevenUnit Limitation? | than seven dwelling units within a two block radius. In determining the number of dwelling units owned by |
borrower, the mortgagee must count el dwelling unit in a twe three-, and fourfamily property.

If the borrower owns six or more units in the same general area, a map must be provided disclosing the log
2F GKS dzyAGaz a SOARSYyOS 2F O2YLIX AlLyOS gAGK ClI

For additional information see Handbook 4000.1 11.A.5.d.xii.(C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administi@n/hudclips/handbooks/hsgh

117. 6/17/15 Can a person living Nonroccupying ceborrowers or cosigners must either be United States (U.S.) citizens or have a principal 4000.1 1.A.1.b.ii.(A)(6)
outside the U.S. be a | residence in théJ.S.
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non-occupying ce
borrower? For additional information see Handbook 4000.1 1I.A.1.b.ii.(A)(6) available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

118. 6/17/15 What are the down The borrower must make llinimum Required Investment (MRI) of at least 3.5 percent of the adjusted valug 4000.1
payment requirements | the property. ILA.2.a.iv; 1lLA.2.c.ii;
when purchasing a L i L R . i ] . 11.LA.4.d.i.(B)(2)(h);
property using FHA awL NBFSNR U2 U0UKS 02NNRBgSNRE& O2YyuNROdzuAZYy AY OF|ILA5.ci.(B)(2)(h); ILA.6.ax
insured financing? Housing Act, which represents at least 3ésqent of the adjusted value of the property.

The lender is not permitted to use closing costs to help the borrower meet the MRI. Premium pricing may
dzaSR G2 LI & I o02NNBgSNRa | OhGdzt Ot2aiy3da Oz2ada |

For additional information see Handbook 4000.1 I1I.A.2.a.iv; 1l.A.2.c.ii; Il.LA.4.d.i.(B)(2)(h); I.LA.5.c.i.(B)(2)(H
II.LA.6.a.x available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

119. 6/17/15 What are the maximum| Maximum qualifying ratios for manually underwritten loans are determined according to the lowest minimuj 4000.1
qualifying ratio decision credit score and compensating factors. 11.A.5.d.viil- ix
requirements for
manually underwritten | Lowest Minimum Decision Credit Score 8¥® or No Credit Score:
loans? 31/43 (Energy Efficient Homes may have stretch ratios of 33/45)

Lowest Minimum Decision Credit Score 580 and above:
1. 31/43 (Energy Efficient Homes may have stretch ratios of 33/45

2. 37/47 - Requires 1 of the following Compensating Factors:
®w *= S NA @nmelidt casiR@séves equal to or exceeding-3 (fhits) or 6 (34 units) total monthly mortgage
payments.
w aAyAYlFf LYONBF&aS Ay |1 2dzaAy3 tlkeyYSyi
-bSg G20Ff Y2yiKfeé Y2NI3lI3IS LIevySyid Rz2S8ayqid SE
$100 or5% (whichever is less); and
- There is a documented 12 month housing payment history with no more than one 30 day late paymen
cashout transactions all payments on the mortgage being refinanced were made within the month due
the previous 12 months.
- May not be used as a compensating factor if the borrower has no current housing payment.
w wS&ARdzZ f Ay0O2YS

3. 40/40- No Discretionary Debt:
T¢KS . 2NNRGSNRE K2dzaAAy3d LI eYSyid Aa GKS 2yfe 2LIS
and
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TTKS ONBRAG NBLER2NI aK2ga SatlofAakKSR ONBRAG fAyS
9 The Borrower can document these accounts have been paid off in full monthly for at least the past 6 moi

4. 40/50¢ Requires 2 of the followinGompensating Factors:

w £*SNAFASR kR20dzYSyid SR OF &K uhtd ar$ (8Gits) tofaljnmuzhtHly morg@jage
payments.

w aAyYAYFf LYONBF&S Ay | 2dzaAy3 tlkeyvYSyi

-bSgs Gzilbf Y2y iKfeé Y2NI3IlF IS LI &Y Bolsing Pagntedt yhiore hah

$100 or 5% (whichever is less); and

- There is a documented 12 month housing payment history with no more than one 30 day late paymen

cashout transactions all payments on the mortgage being refinanced were made withman¢h due for
the previous 12 months.

- May not be used as a compensating factor if the borrower has no current housing payment.
wSignificant Additional Incom@vertime, Bonuses, Pafime or Seasonal Employmehipt Reflected in
Effective Income

- Received for at least 1 year, and will likely continue; and

- If it were included in gross Effective Income, is sufficient to reduce the qualifying ratios to not more thg

37/47.
w wSa&ARdzZ f Ay0O2YS

For additional information see Handbook 4000.1 1I.A.%id.i available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

120. 6/17/15 Are nonoccupant ce The occupying borrower(s) must meet the eligibility requirements for Back to Work and the alternative guiq HQ Policy
borrowers allowed may be utilized to qualify the occupying borrower. A fomtupan co-borrower (norrhousehold member) is
under Back to Work allowed; however, Back to Work alternative guidance may not be utilized to qualify thectupant ce 4000.1
guidelines? borrower; standard underwriting guidelines must be applied to the-oeoupant borrower 1ILA.5.d.xi

For additional informion see Handbook 4000.1 11.A.5.d.xi available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooksfnsg

121. 6/17/15 Can | rent back the Atleast one lorrower mustoccupy the property within 60ays of signing the security instrument and intend tg 4000.1
property to the seller continueoccupancy for at least one year. 1LA.1.b.iii.(A)(2)(a)
after closing to
accommodate For additional information see Handbook 4000.1 11.A.1.b.iii.(A)(2)(a) available at
scheduling issues? http://portal.hud.gov/hudpartal/HUD?src=/program_ offices/administration/hudclips/handbooks/hsgh
122. 6/17/15 Can investors assume | If the original mortgage was closed prior ted@mber 15, 1989, the assumingribower may assume the 4000.1
FHA loans? mortgage a® principalresidence, HURpproved secondary residence or investmeragerty. ILA.8.n.ii
11.LA.8.n.iii.(A)
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The maximum Loato-Value (LTV) for anvestment poperty assumption is 75%. Either theginal appraised
value or new property alue may be used to determine compliangih the 75% LTV limitation.

For additional information see Handbook 4000.1 11.A.8.n.ii; Il.A.8.n.iii.(A) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

123. 6/17/15 Are there age Forforward mortgages , theorrower must be olcenough to enter into a mortgage Note that can be legally | 4000.1
requirements for SYF2NOSR Ay G(G(KS adldSzT 2N 20GKSNI 2dzNR a R As@dimaginyfuin age 11.A.1.b.ii.(A)(2)
borrowers using FHA | limit for a orrower.
financing?

For additional information see Handbook 4000.1 11.A.1(A){i2) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
124. 6/17/15 Can a person get an Except for streamline refinances in which the mortgage was originally insured in the name of a business, F HQ Policy
FHA insured loan in the| not insure loans made solely in the name of a busimesy (suchas a corporation, partnership, or sole
name of a business? | proprietorship) or trust. One or more individuals, along with the business entity or trust, must be analyzed { 4000.1
creditworthiness. The individual(s) and the business entity or trust must appear on the mortgage Hiate 11.LA.8.d.vi(C); ILA.8.n
business entity, trust, or individual(s) may appear on the property deed or title. All parties appearing on thg
property deed or title must also appear on the security instrument (i.e. mortgage, deed of trust, security de,
Streamline refinanes by investors or for secondary residences may only be made without an appraisal and
be made solely in the business entity's name if previously insured in the business entity's name. An assul
solely in the name of a corporation, partnershiplesproprietorship, trust, etc., is not acceptable if a
creditworthiness review is required.

For additional information see Handbook 4000.1 11.A.8.d.vi(C); Il.&v&ilable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
125. 6/17/15 How do | pay off or In order for a Borrower with verified delinquefeéderaldebt to become eligible, thedsrower must resolve their | 4000.1 11.A.1.b.ii.(A)(11)
resolve my delinquent | federal nontax debt in accordance wittine Debt Collection Improvement Adthe creditor agency that is owed
Federal debt that was a the debt can verify that the debt has been resolved in accordance with éfs¢ Collection Improvement Acthe
result of a previous FH4 mortgagee must include documentation from the creditor agency to suppariverification and resolution of
loan? the debt. For debt reported through CAIVRS, the mortgagee may obtain evidence of resolution by obtainin
clear CAIVRS report.

If a orrower is currently delinquent on an FHiAsured mortgage, they are ineligible fonaw FHAInsured
mortgage unless the delinquencyresolved-or additional information see Handbook 4000.1 II.A.1.b.ii.(A)(11]
available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

126. 6/17/15 When can "no No discretionary debt may be cited as a compensating factor subject to the following requirements: 4000.1
discretionary debt'be | @ G KS 02NNRBGSNRA K2dzaAy3a LI e&yYSyid Aa GKS 2yie 2L]IASdix(D)
used as a compensatin{ monthly;

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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factoronamanually | w GKS ONBRAG NBLRBIEA G KE2MESSaKy od K3 KERNIQR 6 SNDa
underwritten loan? w GKS 02NNBSSNI Oy R20O0dzySyid G(KIFdG (GKSasS I 002dzyia
months
Borrowers who have no established credit other than their houpngment, no other credit lines in their own
name open for at least six months, or who cannot document that all other accounts are paid off in full mont
for at least the past six months, do not qualify under this criterion. Credit lines not in thetb&MI & Y I )
for which he or she is an authorized user do not qualify under this criterion.
For additional information see Handbook 4000.1 11.A.5.d.ix.(D) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
127. 6/17/15 Does FHA allow FHA does not allow investor participation in the 203(k) or Limited 203(k) programs. ML 9559
investor participation in
the 203(k) or For more information see Handbook 4000.1 Il.Asailable at 4000.1
Streamline K programs’| http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh ILA.8.a
128. 6/17/15 Is housingounseling A borrower does not have to have housing counseling in order to obtain an FHA mangeage required under | 4000.1
required for a borrower | specific FHA programs (e.g. HECM, Back to Wbidgvever, housing counseling is still highly encouraged by f 11.A.1.a.iii.(A)(2)
to obtain an FHA particularly for first time buyerd_enders must ensure thabbrowers receive all required counseling, and that ¢ 11.A.5.d.xi.(D)
mortgage? counseling is provided by HtHpproved housing counseling agencies.
Foradditional information se¢dandbook 4000.1 II.A.1.a.iii.(A)(2); 1.A.5.d.xia{Rjlable at
http://portal.hud.gov/hudportal/HUD?src=/program ffices/administration/hudclips/handbooks/hsgh
For information on housing counseling and to find a counselor go to the following HUD website:
http://portal.hud.gov/hudportal/HUD?src=/i_want_to/talk to_a housing_counsedorcall HUD's interactive
voice system at-B00-569-4287.
129. 6/17/15 What is the FHA A manuallyunderwritten loan includes a loan that 4000.1 Il.LA.5
definitionofamanually| w Ly @2f S48 02NNRGSNEH 6AGK2dzi I ONBRAG a02NB (Kl
underwritten loan? w WSOSAOGSR I wSTFSNI 802NAYy I NBO2YYSYyRIGAZY FNRY
w WSOSAGSR Ly ! OOSLII &ad aoldgraded thiBReRrbYtBeyuRdenirke? When arii
Accept recommendation is downgraded to a Refer, the loan must be underwritten according to the policy
guidance irHandbook 4000.1 11.A.5
For additional information see Handbook 400011A.5available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
130. 6/17/15 Canlenders process If the mortgage involves a HUD employee, the lender must score the transaction through TOTAL. 4000.1
loans for HUD 1ILA.4.e.iii;
employees? If the file receives an Accept, the lender must underwrite the transaction in accordance with the guidance i| Il.a.5;

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Handbook 4000.1 Il.A.4. and condition the loan on the approval of the mortgage by HUD. 11.A.8.d.vi.(C)(4)(d);

If the file receives a Refer, or for applications whigre downgraded to a manual underwrite, the lender must
underwrite the transaction in accordance with the guidance in Handbook 4000.1 II.A.5.

The lender must submit the underwritten mortgage application to the Processing and Underwriting Divisior]
Directorat the Jurisdictional Homeownership Center (HOC) for final underwriting approval.

For noncredit qualifying Streamline Refinances only, any HUD employee may have their mortgage underw
and approved/denied by the lender.

For additional informatiorsee Handbook 4000.1 [1.A.4.e.iii; 11.a.5; 1I.A.8.d.vi.(C)(4)(d) available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/adminiation/hudclips/handbooks/hsgh

131. 6/17/15 What is considered a | A minimal increase in housing payment may be cited as a compensating factor subject to the following 4000.1

minimal increase in requirements: 1I.LA.5.d.ix.(C)

housing payment on a | wthe new total monthly mortgage payment does not exceed the current total monthly housing payment by

manually underwritten more than $100 or 5%, whichever is$e and

loan? wthere is a documented 12 month housing payment history with no more than one 30 day late payment. |
cashout refinance transactions ghiayments on the mortgage being refinanced must have been made with
the month due for the previous lidonths.

w If the borrower has no current housing payment lenders may not cite this compensating. factor

Thearrenti 2 G £ Y2y (iKf& K2dzaAy3a LI &YSyid NBT Symbintaicirreatk
total monthly rent obligation.

Foradditional information see Handbook 4000.1 [I.A.5.d.ix.(C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administratirudclips/handbooks/hsgh

132. 6/17/15 What costs can a seller| Interested parties refer to sellers, real estate agents, builders, developers or other parties with an intetiest i | 4000.1
or other interested transaction. Interested grties may contribute up to 6 percenf the sales price toward theoNNE ¢ S NX &| 1.A.4.d.iii.(G(H),
party pay on behalf of | origination fees, other closing costs and discount points. The 6 percent limit also includes: IILA.5.c.iii.(G{H)
the borrower? 1 Payment for permanent and temporary interest rateyldowns, and other payment supplements;

1 Payments of mortgage interest for fixed rate mortgages;
1 Mortgage myment protection insurance; and
1 Payment of thdJpfront Mortgage Insurance PremiurdEMIB.

Interested @rty contributions that exceed actual origition fees, other closing costs, adiscount points and
Interested m@rty contributions exceeding 6 percent are considered inducements to purchase and result in a
dollar-for dollar reduction to theadjustedvalue of the property before applying the appragie LTV percentage.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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LYGSNBAGSR LI NI& O2y{dNRXOdzi A 2y eunmyReduirey Rviéstniedt (MRB. S R
Payment of real estate agent commissions or fees, typically paid by the seller under local or state law, or I
custom, is not coridered an interested party contributiofhe lender must document the total interestednty
contributions on form HUB2900LT, the Settlement Statement or similar legal document, and the sales
contract.

For additional information see Handbook 4000.1 11.A.4.d.iiK3) Il.A.5.c.iii.(G)H) available at
http://portal.hud.gov/hudportal/HUD?srcgrogram_offices/administration/hudclips/handbooks/hsgh

133. 6/17/15 Can a person sell a A party who has a financial interest in thrortgage transaction, such as the seller, builder or real estate ager 4000.1
home to a family may not be a cdoorrower or a cosigner. Exceptions may be granted when the pattythe financial interest is g II.A.1.b.ii.(A);
member and remain a | family member. 1.LA.2.b.ii.(B)(2);
co-borrower to help I.LA.2.b.ii.(A)
them qualify? For noroccupyingborrower transactions, the maximum LTV is 75 percent. The LTV can be increased to a

maximum of 96.5 percent if the borrowers are familgmrbers, provided the transaction does not involve:
1 afamily member selling to a familyamberwho will be a noroccupying ceborrower; or

i atransaction on a twato four-unit property.

A family member is defined as follows, regardless of actual or perceived sexual orientation, gender identity
legal marital status:

9 child, parent, or grandparent;

- achild is defined as a spstepson, daughter, or stepdaughter;

- a parent or grandparent includes a stpprent/grandparent or foster parent/grandparent;

spouse or domestic partner;

legally adopted son or daughter, includiaghild who is placed with theobrower by an authazed agency
for legal adoption;

foster child;

brother, stepbrother;

sister, stepsister;

uncle;

aunt; or

sontin-law, daughtefin-law, fatherin-law, motherin-law, brotherin-law, or sistefin-law of theborrower.

= —a

=) == = = =] =]

For additional information see Handbook 4000.1 11.A.1.b.ii.(A); 1.A.2.b.ii.(B); II.A.2.b.i.(C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

134. 6/17/15 How does the FHA A Construction to Permanent mortgage combines the features of a construction loan (geshoihterim loan 4000.1
Construction to for financing the cost of construction) and the traditional leegm permanent residential mortgage with a sing| 11.A.8.
Permanent Mortgage | mortgage closing prior to the att of construction.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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program work?

The lorrower must have contracted with a builder (must be a licensed general contractor) to construct the
improvements. The Borrower may act as the general contractor, only if the Borrower is also a licensed gel
contractor.

The borrower must be purchasing the land at the closing of the construction loan, or have owned the land fi
months or less at the date of case number assignment.

At closing, after funds are disbursed to cover the purchase of the land, the balatieerobrtgage proceeds
must be placed in an escrow account to be disbursed as construction progresses.

Amortization of the permanent mortgage must begin no later than the first of the month following 60 Days 1
the date of the final inspection or issnee of the CO.

For additional information see Handbook 4000.1 11.A.8.j available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

135.

6/17/15

Does FHA allow cash
out refinances?

A CaskOut Refinance is a refinance of any mortgage or a withdrawal of equity where no mortgage currently
exists, in which the mortgage proceeds are not limited to specific purposes.

Nonprofit agencies, state and local government agencies and instriaiitees of government are not eligible for
cashout refinances.

Cashout refinance transactions are only permitted on owstgrcupied Principal Residences. The property
securing the casbut refinance must have been owned and occupied by the BorrowtreasPrincipal
Residence for the 12 months prior to the date of case number assignment.

In the case of inheritance, a Borrower is not required to occupy the property for a minimum period of time
before applying for a casbut refinance, provided the Boower has not treated the subject property as an
Investment Property at any point since inheritance of the property. If the Borrower rents the property follow
inheritance, the Borrower is not eligible for castt refinance until the Borrower has occepithe property as a
Principal Residence for at least 12 months.

At least one Borrower must hold title to the property being refinanced prior to case number assignment.
Income from a noroccupant ceBorrower may not be used to qualify for a caslit refinance.
The lender must document that the Borrower has made all payments for all their mortgages within the mor|

due for the previous 12 months or since the Borrower obtained the mortgages, whichever is less. The pay|
for all mortgages secured lige subject property must have been paid within the month due for the month pi

4000.1
II.A.8.d.i.(B)(%)
I1.A.8.d.i.(BYC)
I.A8.d.v
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to mortgage Disbursement. Properties with mortgages must have a minimum of 6 months of Mortgage
Payments.

Properties owned free and clear may be refinanced as-cashransactions.

For additional information see Handbook 4000.1 11.A.8.d.i.(B)(1); 11.A.8.€(@)B).A.8.d.v available at
http://portal.hud. gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

136. 6/17/15 When can borrowers bg When doing a Streamline Refinance Credit Qualifying at least one Borrower from the existing mortgage m{ 4000.1
deleted from the loan | remain as a Borrower on the new mortgage. 11.LA.8.d.vi.(C)(4)(f)
when doing a 11LA.8.d.vi.(C)(5)(a)
Streamline Refinance? | A Borrower is eligible for a Streamline Refinance without credit qualification if all Borrowers onistiegex 11LA.8.d.vi.(C)(6)(a)

mortgage remain as Borrowers on the new mortgage. Mortgages that have been assumed are eligible prg

the previous borrower was released from liability.

As an exception, a Borrower on the mortgage to be paid may be removed from title andag®g a new loan

in cases of divorce, legal separation or death when:

1 The divorce decree or legal separation agreement awarded the property and responsibility for payment
remaining Borrower, if applicable; and

1 The remaining Borrower can demondgahat they have made the Mortgage Payments for a minimum of {
months prior to case number assignment.

Individuals may be added to the title and mortgage on a-omdit qualifying Streamline Refinance without a
creditworthiness review.

For addiional information see Handbook 400011A.8.d.vi.(C)(4)(f); 1l.A.8.d.vi.(C)(5)(a); 11.A.8.d.vi.(C)(6)(a)

available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
137. 6/17/15 What must be When doing a credit qualifying Streamline Refinance at least one Borrower from the existing mortgage muj 4000.1
considered when doing| remain as a Borrower on the new mortgage. 11.A.8.d.vi.(C)(6)

a credit qualifying
streamline refinance? | Credit qualifying Streamline Refinances must meet all requirements of Manual Underwriting, except for an
requirements for Appraisals or LTV Calculations.

For additional information see Handboct000.111.A.8.d.vi.(C)(6) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

138. 6/17/15 What are the Net A NetTangible Benefit is a reduced combinedir, a reduced term, and/or a change from an ARM to a fixed r{ 4000.1
Tangible Benefit mortgage that results in a financial b&fit to the borrower. Combinedate refers to the interest rate on the 11.A.8.d.vi.(C) (4)(c)
requirements for an mortgage plus the Mortgage Insamce Pemium (MIP) rate. Thetder must determine that there i net

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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FHA Streamline tangible benefit to the brrower outlined as follows:
Refinance? 1 Fixal Rate to Fixed Ratelhe new combinedate is at least 0.5 peentage points below the prioroenbined
rate.

1 FixedRate to OneYear ARM The new ombinedrate is at least 2 percentag®ints below the prior

combinedrate.

Fixed to Hybrid ARMThe new combinedate is at least 2 peentage points below the prioombinedrate.

Any ARM (with less than 15 months to next paymemnge date) to Fixed RatéNew combinedate is no

more than 2 pecentage points above the prioombinedrate.

1 Any ARM (with less than 15 months to next payment chatade) to a One Year ARNNew combined ate is
at least 1 pecentage point below th prior combined ate.

1 Any ARM (with less than 15 months to next payment geatiate) to a Hybrid ARMNew combined ate is at
least 1 pecentage point below the prior combinedte.

1 Any ARM (with greater than or equal to 15 months to next paymeangé date) to Fixed RatdNew
combined ate is no more than 2 percentage points above the pcimmbined ate.

1 Any ARM (with greater than or equal to 15 months to next payment chdag® to a One Year ARMNew
combined ate is at least 2 peentage pints below the prior combinedate.

1 Any ARM (with greater than or equal to 15 months to next payment ghatate) to a Hybrid ARMNew
combined ate is at least 1 peentage point below the prior combinedte.

1
1

REDUCTION IN TERI#the mortgage tem is reduced, the new interest rate does not exceed the current
interest rate, and the payment does not increase by more than $50; this alone meets the net tangible bene
test. For additional information see Handbodk00.1 11.A.8.d.vi.(C) (4)(c) avhl@at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

139. 6/17/15 What is the difference | A CaskOut Refinance is a refinance of any mortgage or a withdrawal of equity where no mortgage currently 4000.1
between an FHA cash | exists, in which the mortgage proceeds are not limited tocdpepurposes. 11.A.8.d.i.(B);
out refinance and a rate 11.LA.8.d.vi.(A)(2)(b)(i)

and term refinance? A Rate and Term refers to a no caslt refinance of any mortgage in which all proceeds are used to pay exis
mortgage liens on the subject property and costs associated with the transaction

The lender may utilize estimates of exist debts and costs in calculating the maximum mortgage amount to |
extent that the actual debts and costs do not result in Hegrower receiving greater than $500 cash back at
mortgage dsbursement.

For additional information see Handbo@t000.1 11.A8.d.i.(B); II.A.8.d.vi.(A)(2)(b)(i) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooksfnsg

140. 6/17/15 Can | do an FHA A refinance tansaction is used to pay off the existing debt or to withdraw equity from the property with the | HQ Policy
refinance if | own the proceeds of a new mortgage forbarrower with legal title to the subject property.
property, but am not 4000.1

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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named on the existing | As long as the borrower has legal title (even though not originally ototr® the borrower is eligible to 11.LA.8.di.(A)
loan? refinance the loan.
For additional information see Handboac000.1 1.A.8.d.(A)available at
http://por tal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
141. 6/17/15 Are there subordinate | On a streamline refinance transaction any existing subordinate financing, in place at the time of case numl| 4000.1
financing restrictions assignment, must be feubordinated to the streamline refinance. New subordinate financing is permitted on| I1.A.8.d.vi.(C)(4)(k)
for FHA streamline where the proceeds of the subordinafi@ancing are used to:
refinance transactions?| § Reduce the principal amount of the existing FiHgured mortgage, or
i Finance the origination fees, other closing costs, or discount points associated with the refinance.
There is no maximureombined loarto-value CLTY.
For additional information see Handboct000.1 I1.A.8.d.vi.(C)(4)(k) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
142. 6/17/15 Will FHA allow a Streamline Refinances may be used fonélpal Residences, HtHpproved Secondary Residences, or4oemer | 4000.1
Streamline Refinance o| occupied propertiesNonowner occupied properties and HtHpproved Secondary Residences are only eligill 11.A.8.d.vi.(C)(2)(a)(i);
an existing FHA loan by for streamline refinancing into a fixed rate mortgage. 11.A.8.d.vi.(C)(3)(a);
an investor? 1LA8.d.vi.(C)(4)())
For Investment Properties, the maximum Base Loan Amount for Streamline Refinances is:
1. The lesser of:
- The outstanding principal balance of the existing mortgage as of the month prior to mortgage
Disbursement; or
- The original principal balance of tegisting mortgage (including financed UFMIP);
2. Less any refund of UFMIP (if financed in original mortgage).
For additional information see HandbodR00.1 11.A.8.d.vi.(C)(2)(a)(i); I.A.8.d.vi.(C)(A)8.d.vi.(C)(4)(j)
available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
143. 6/17/15 Can the payment For all streamlineafinance transactions the lender must determine that thera iget tangible benefit to the 4000.1
increase if | reduce the | borrower. If the mortgage term iseduced, the new interest rate does not exceed the current interest rate, ar| 11.A.8.d.vi.(C)(4)(c)
mortgage term on a the payment does not increase by more than $50; this alone meets the net tangible benefit test.
streamline refinance?
For additional information see Handboal000.1
11.LA.8.d.vi.(C)(4)(gvailable &
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
144. 6/17/15 Whatis the FHA Short | For case numbers assigned on or before December 31, 2016, the Short Refi program allows the lender to| 4000.1
Refinance (Borrowers i refinance a non FH&sured mortgage in which the borrower is in a negative equity position. 11.A.8.e.
Negative Equity ’|

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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Positions) program? The existing first lien holder must write off at leastdé¥cent of the unpaid principal balance. The borrower
must be in a negative equity position and may not have an existingridtdfed mortgage. The borrower must b
current for the month due or have successfully completed a three month trial payment plérecexisting
mortgage to be refinanced.

The lender is not permitted to use premium pricing to pay off existing debt obligations to qualify the borrow
the new mortgage.

The lender is not permitted to make mortgage payments on behalf of the borrowetherwise bring the
existing mortgage current to make it eligible for FHA insurance.

The refinanced FHiisured first mortgage must have a Le@nValue (LTV) ratio of no more than 97.75 percer
and any new or resubordinated mortgages must not nédsin a Combined Loato-Value (CLTV) ratio greater
than 115 percent. Additional program requirements related to:

I Borrower Certification,

9 Trial Payment Plan, and

1 Underwriting requirements

are available in Handbook 4000.1 Il.A.8.e.

For additional information see Handbook 4000.1 II.A.8.e. at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclipsfidbooks/hsgh

145. 6/17/15 Do subordinate liens Subordinate financing may remain in place, but subordinate to the FHA insured first mortgage. 4000.1
need to be paid off The combined mortgage amount of the first mortgage and any subordinate liens cannot exceed the Nation 11.A.8.d.v.(B)
whendoingacashout| a2 NXI3F 38 [AYAl RSAZONAROSR Ay bl iAz2ylf | 2dzatbyaue! O
refinance? (CLTV) is 85 percent of the adjusted value.

For additional information see Handbo@#000.1 I1.A.8.d.v.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adminiation/hudclips/handbooks/hsgh

146. 6/17/15 Can repairs be included The maximum mortgage amount for a rate and term refinance is: 4000.1
in the loan amount 9 the lesser of: 11.A.8.d.vi.(A)(2)
whencalculating a Rate| o the Nationwide Mortgage Limit;
and Ternrefinance? 0 the maximum permissible Loan-Value (LTV); or

o the sum of existing debt and costs associated with the transaction as follows:
A existing debt includes:
the unpaid principal balance of the first mortgage as of the month prior to mortgage

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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disbursement;
the unpaid principal balance of any purchase money junior mortgage as of the month prior to
mortgage disbursement;
the unpaid principal balance of any joniiens over 12 months old as of the date of mortgage
disbursement. If the balance or any portion of an equity line of credit in excess of $1,000 was
advanced within the past 12 months and was for purposes other than repairs and rehabilitatic
the
property, that portion above and beyond $1,000 of the line of credit is not eligible for inclusior
the new mortgage;
ex-spouse or céborrower equity, as described in Handbook 4000.1 11.A.8.d.vi.(A)(2)(b)(i),
GWSTAYIYyOAy3I G2 .dz2 2dzi ¢AGES 1 2t RSNI 91j dzA
interest due on the existing mortgage(s);
Mortgage Insurance Premium (MIP) due on existing mortgage;
any prepayment penalties assessed;
late charges; and
escrow shortages.

A allowed costs include all borrower paid costs associated with the new mortgage; and

A any borrowerpaid repairs required by the appraisal.

o less any refund of the Upfront Mortgage Insurance Premium (UFMIP), if financed in the original mor

For additioal information see Handbook000.1 II.A.8.d.vi.(A)(2) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hcigbs/handbooks/hsgh
147. 6/17/15 Can a "no cash out" When the purpose of the new mortgage is to refinance an existing mortgage to buy out an existiKgtifieR § 4000.1

refinance be used to equity, the specified equity to be paid is considered propeiated indebtedness and eligible to be included i 11.A.8.d.vi.(A)(2)(b)(i)
buy out the equity of an| the new mortgage calculation. Therlder must obtain the divorce decree, settlement agreement, or other leg
ex-spouse? enforceable equity agreement to doment the equity awarded to the titkaolder.

For additional information see Handboct000.1 I1.A.8.d.vi.(A)(2)(b)(i) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

148. 6/17/15 Can | process a All transactions must be scored through TOMAIrtgage Scorecard, except Streamline Refinance transaction| 4000.1
streamline refinance and assumptionsMortgagees must manually underwrite all Streamline Refinances in accordance with the | 1l.A.4.a.i;
using FHA TOTAL guidance provided iflandbook 4000.1. II.A.Bhe Mortgagee may score the mortgage throughT KD Mortgage | 11.A.8.d.vi.(C)(1)(&));
Scorecard? Scorecard but the findings are invalkebr additional information see HandbodR00.111.A.4.a.i; 11.A.8.d.vi.(C)(4)(b)

11.LA.8.d.vi.(C)(1)(&)); 11.A.8.d.vi.(C)(4)(lpvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

149. 6/17/15 Is a CAIVRS check Borrower ineligibility due to delinquent federal debt does not apply to streamline refinance transactions. 4000.1 11.A.8.d.vi.(C)(1)
required for Streamline
Refinances? Lenders are not required to screen streamline refinabcaowers using the Credit Alert Verification Reporting

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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System (CAIVRS).

For additional information see HandbodR00.1 11.A.8.d.vi.(C)(1) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
150. 6/17/15 Are there different The borrower must qualify for the new mortgage under the applicable TOTAL Underwriting or Manual 4000.1
requirements for Underwriting requirements, except for the credit, defotincome andhew mortgage requirements below: I.A.8.e.ii.
underwriting an FHA | ¢ The existing mortgage to be refinanced may not have Heenght current by the existing first lien holder,
Short Refinance except through an acceptable trial payment plan.

(negative equity)? 9 C2NJ Y2NXi3F38a GKIG NBOSAGS + wSFSNI NRa]l OflFaa
(TOTAL) Mortgage Scorecard and/or are manually undéh G 6 Sy s GKS K2YS24y SN
Payment, including the first and any subordinate mortgage(s), cannot be greater than 31 percent of gr
monthly income; and total debt, including all recurring debts, cannot be greater than 50 percentgrbgse
Y2yikfte AyO2YSd ¢KS . 2NNRBgSNNRaE vyilikfe G240k f
monthly income if their total debt does not exceed 48 percent of the gross monthly income.

1  The existing first lien holder must write off at least 10 percent of the unpaid principal balance of the
mortgage that is being refinanced.

For additional information see HandbodR00.111.A.8.e.iii.available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

151. 6/17/15 Can a Section 203(k) | A property with an existing 203(k) mortgage is not eligible to be refinanced until all repairs are completed g 4000.1
loan be refinanced to a| case has been electronically closed out. 11.A.8.a.iij
differentloan type? 11.A.8.d.vi.(X3)(b)

For additional information see Handbo@l000.1 II.A.8.a.iii; 11.A.8.d.vi.(C)(3)(baitable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
152. 6/17/15 Is there a rule barring | Theborrower must certify on form HUD2918, FHA Refinance of Borrowers in Negative Equity Positions 4000.1
applicants with criminal| Borrower Certification, that they have not been convicted within the last 10 years, in connection with a real| I1I.A.8.e.ii.(A)(1)
records from qualifying | estate or mortgage transaction, of any of the éoling:

for an FHA Short (a) felony larceny, theft, fraud, or forgery;

Refinance? (b) money laundering; or

(c) tax evasion from receiving assistance authorized or funded by the Emergency Economic Stabilization A
2008 (EESA).

The executed borrower certification must be inohablin the FHA case binder subtad for insurance
endorsementFor additional information see Handboa@l000.111.A.8.e.ii.(A)(1) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
153. 6/17/15 Can the interest rate on| The Short Refirogram allows the mortgagee to refinance a non kihbAired morgage in which thedrrower is | HQ Policy
a new Short Refi loan | in a negative equity position and the existing first lien holder must write off at least 10 percent of the unpai
exceed the interest rate| principal balance. The eligibility requiremeiis this program may be found in Handbook 4000.1 11.A.8.e. 4000.1

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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on the loan being paid 11LA.8.€11.A.8.d.vi.(A)(2)(b)
off? ¢KAAa 3JdzZARIyOS Aa &ASLINIGS FNRBY GKS IFdzARO0MOS & dzN,
11.LA.8.vi.(A)(2)(b) (i)

Because this program is designed to benefit the borrower through a reduction in principal, the interest rate
the new loan may exceed the note rate on the loan being refinanced as long dslibto-income OT) ratios
for the new loan do not exceed thmaximums stated in Handbook 4000.1 11.A.8.e.

For additional information see Handbocl000.111.A.8.e; 11.A.8.d.vi.(A)(2)(b) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

154. 6/17/15 What is an FHA Simple| Simple Refinance refers to a no caslt refinance of an existing FHAsured mortgage in which all proceeds ar| 4000.1
Refinance and what arg used to pay the existing FHAsured mortgage lien on the subject property and costs associated with the 11.LA.8.d.vi.(B)
the requirements? transaction.

Simple Refinance is gnpermissible for owneoccupied principal or HUBpproved secondary residences.

¢KS Y2NIIFISS Ydzald NBEGASE GKS 02NNRBgSNRa SYLX 2e
borrower currently occupies the property as their principal resicken

The mortgagee must obtain evidence that the secondary residence has been approved by the jurisdictiong

Homeownerskp Center (HOC):

1 For manually underwritten mortgages with less than 6 months mortgage payment history, the borrower
have made alpayments within the month due.

9 For manually underwritten mortgages with greater than 6 months history, the borrower must have madg
mortgage payments within the month due for the 6 months prior to case number assignment and have
more than one 3@lay late payment for the previous 6 months for all mortgages secured by the subject
property for the month prior to disbursement.

LY GKS Y2NI3Fr38 2y (KS adzoa2SO0G LINRPLISNI& A& yz2i
obtain a verificdon of mortgage to evidence payment history for the previous 12 months.

The maximum loao-value (LTV) or combined lodo-value (CLTV if applicable) is 97.75 percent for principal
residences and 85% for HUD approved secondary residences.

The maximum mortgage amount for a Simple Refinance is the lesser of:

1 the Nationwide Mortgage Limit;

1 the Maximum LTV ratio from above; or

1 the sum of existing debt and costs associated with the transaction as follows:

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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0 existing debt includes:
A unpaid principal balance of the FHi#sured first mortgage as of the month prior to mortgage
disbursement;
A interest due on the existing mortgage;
A MIP due on existing mortgage; late charges;
A and escrow shortages;
o Allowed costs include
A all borrower paid costs associated with the new mortgage; and
A Borrowerpaid repairs required by the appraisal;
A less any refund of UFMIP (if financed in original mortgage).

For additional information see Handboal000.1 II.A.8.d.vi.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

155. 6/17/15 Where can | find the Gifts refer to the contributions of cash or equity with no expectation of repayment. 4000.1
guidelinesregarding gift ILA.4.d.iii.(F);
funds? Gift funds may be provided by: I.LA.5.c.iii.(F)

1 the b2 NN2 gaSiymember;

fTtheb2 NNBE 6 SND& SYLX 28SNJ 2NJ £ 162N dzy A2y T

1 a close friend with a clearly defineshd documented interest in thedorower;

9 a charitable organization;

9 agovernmental agency or publingty that has a program providing homeownership assistance to low or
moderate income families or firdtme homebuyers.

Cash on &nd is not an accepble source of donor gift funds.
Only family nembers may provide equity credit as a gift on property being sold to ddmaily members.

For additional information see Handbook 4000.A.4.d.iii.(F); 11.A.5.c.iii.(Bvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

156. 6/17/15 Can | receive a loan FHA will insure a first mortgage on a property that has a second mortgage or lien held by a Family Membe 4000.1
from a family member | provided that all requirements in Handbook 4000.1 II.A.4.d.iii.(J)(3) or.t.ii.&)(3) are met. 11.LA.4.d.iii.(3)(3)
rather than a gift? 11.LA.5.c.iii.(3)(3)

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handlisthsgh

157. 6/17/15 Can gift funds be Gifts refer to the contributions of cash or equity with no expectation of repayment. Gifts may be provided | 4000.1
provided from a friend | 7 theo 2 NNR2 ¢ S NRmberF | YAf & Y I.A.4.d.iii.(F);
or other unrelated Ttheb2 NNRP 6 SND& SYLX 28S8SNJ 2NJ £ 02N dzy A2y T I.A.5.c.iii.(F)
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party? 1 a close friend with a clearly defined and documented interest inbitreower;

1 a charitable organization;

9 agovernmental agency or publiaty that has a program providing homeownergkhissistance to low or
moderate income families or firdtme homebuyers.

For additional information see Handbook 4000.A.4.d.iii.(F); 11.A.5.c.iii.(EYyailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
158. 6/17/15 Does HUD allow gifts o] Only family members may provide equity credit as a gift on property being sold to other family members. | 4000.1

equity? I.LA.4.d.iii.(F)(4); A.5.c.iii.(F)(4)
The lender must obtain a gift letter signed and dated by the donor and borrower that includes the following
T6KS R2y2NDa yIYSS RRNBaazx (St SLIK2yS ydzyo SN
T6KS R2y2NR& NBtlFGA2yAaKALl (2 G4KS 02NNERgSNIT

1 the dollar amount of the gift; and

1 a statement that no repayment is required.

For additional information see Handbook 4000.A.4.d.iii.(F)(4); 1.A.5.c.iii.(E) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

159. 6/17/15 How do lenders Cash orhand is not an acceptable source of donor gift funds. [Ehder must obtain a gift letter signed and 4000.1
document gifts given in| dated by the donor antorrower that includes the following: ILA.4.d.iii.(F);
the form of cash? T6KS R2y2NDRa yIYSS FRRNBaazr (St SLIK2yS ydzyo SN ILA.5.c.iii.(F)

TGKS R2y2NDAa NBroweiA 2y aKALI (2 GKS

1 the dollar amount of the gift; and
1 a statement that no repayment is required.

The ender must verify and document the transfer of gift funds from the donor tolitweower in accordance
with the following requirements:

a.lf the gift unds have been verified in th@bNN2 6 SNDa | 002dzy i = 2o0iGFAYy GKS
withdrawa and ewdence of the deposit into thebNNEB ¢ SNDa | 002 dzy G ¢

b.If the giftfunds are not verified intheb NNB 6 SNR & | O002dzyiz 206G+ Ay GKS
OFaKASNDRa OKSOl 2NJ gANB GNI yaTSNI 2N ewitkdGnd fim fel

R2y2NRa I+ 002dzy i o

If the gift funds are paid directly to the settlement agent, the lender must verify that the settlement agent
received the funds from the donor for the amount of the gift, and that the funds were from an acceptalnee.

If the gift funds are being borrowed by the donor and documentation from the bank or other savings accou
not available, the lender must have the donor provide written evidence that the funds were borrowed from
acceptable source, not fro a party to the transaction, including the lender.
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Regardless of when gfftnds are made available to a borrower, tleadler must be able to make a reasonable
determination that the gift funds were not provided by an unacceptable source (i.e., matdrparty to the
N} yal OtAaz2yzr AyOftdzRAy3d GKS ftSYyRSNLI FyR 6SNB (K

For additional information see Handbook 4000.A.4.d.iii.(F)(4); II.A.5.c.iii.(F)@ailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

160. 6/17/15 What is required to The ender must verify and document theistence of and amounts in the2oNNE 6 SNRa OKS O A | 4000.1
verify assets in a bank | accounts. I.LA.4.d.iii.(A)
account? II.LA.5.c.iii.(A)

For recently opened accounts and recent individual depasitaore than 1 percent of the adjusted value, the
lender must obtain documentationfahe deposits and verify that no debts were incurred to obtain part, or all
the minimum Required investment (MRI).

If the borrower does not hold the eposit account solely, all neoorrower parties on the account must proec
written statementthat the borrower has full access and use of the funds.

The ender must obtain a written Verification of Deposit (VOD) anddBeNNE2 6 SNDa Y2 a0 NB(
S OK | O02dzy i o LT I +h5 Aa y2id 206l AylaRice for thadsti
recent month is required. If the previous mdrKk Q& oI f | y OS ehder miis dbtai aements) far f
the most recent two months.

For additional information see Handbook 4000.A.4.d.iii.(A); 11.A.5.c.iii.(Ayailableat
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

161. 6/17/15 Can gift funds come Gifts may be provided by: 4000.1
from the seller,lender | TG KS 02 NNR g&miaea Tl YAt & Y ILA.4.diii.4.d.(F)(2)
or other interested fthebl2 NNB g SNDR& SYLX 28SNJ 2NJ £ 62NJ dzyA2yT I.A.4.d.ii.(B)
party? 1 a close friend with a clearly defineshd documented interest in thedsrower; ILA.5.c.iii.(F)(2)(a)
1 a charitable organization; ILA.5.c.ii.(B)

1 agovernmental agency or publioty that has a program providing homeownership assistance to low or
moderate income families or firdime homebuyers.

The lender may only permit the2 NNE2 6 SN a a A yinvestamnt (WRS)ljodza pidsided by a source
permissible under Section 203(b)(9)(C) of the National HousingvAitt) means the funds for the2obNNE & S |
MRI must not come from:

(1) the seller of the property;

(2) any othemperson or atity who financia} benefits from the transaction (directly or indirectly); or

(3) anyone who is or will be reimbursed, directly or indirectly, by any party included in (1) or (2) above.
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While additional funds to close may be provided by one of these sources if permittit the relevant source
of funds equirements above, none of theoNN2 6 SNa awlL Yl & O02YS FTNRY
document permissible sources for the full MRI in accordance with special requirements noted above.

Additionally, in accordanc@ A 1 K | | 5 Q& Ly SNLINIBGTINDS, HulidbeS Fot ibtedpiet S
Section 203(b)(9)(C) of the National Housing Act to prohibit GoverrahEntities from providing theb NNE2 &
MRI where the Governmental Entity is originating the insuredtgage through one of its homeownership
programs.

For additional information see Handbook 4000.A.4.d.iii.(F)(2); I.A.4.d.ii.(B); Il.A.5.c.iii.(F)(2)(a); Il.A.5.c.ii.(E

available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
162. 6/17/15 Canarealtogiveagift [wSIFt 9adl GdS /2YYAaairzy FNBY {I S 2F {dzoaSOG t NR|4000.1
of their commission for | estate commission earned from the sale of the property being purchased. 1.LA.4.d.iii.(Q)
the down payment? 11.A.5.c.iii.(Q)

Lendersmaygfa A RSNJ wSI f 9adl 4SS /2YYA&aaAaz2ya FTNBRY GKS {
acceptable source of funds if the Borrower is a licensed real estate agent. A Family Member entitled to the
commission may also provide it as a gift, in conmuéwith standard gift requirements. The Lender must veri
and document that the Borrower, or Family Member giving the commission as a gift, is a licensed real esta
agent, and is entitled to a real estate commission from the sale of the property pacbased.

For additional information see Handbook 4000.A.4.d.iii.(Q); 1.A.5.c.iii.(Q) available at
http://portal.hud.gov/hudportal/HU?src=/program_offices/administration/hudclips/handbooks/hsgh

163. 6/17/15 Is it acceptable to get a| A collateralizeddan is a loan that is fully secured by a financial asset dbdnewer, such as deposit accounts, | 4000.1
loan for the down certificates of deposit, investment accounts, or real property. These assets may include stocks, bonds, and 11.A.4.d.iii.(K);
payment? estate other than the property being purchased. 11.LA.5.c.iii.(K)

Loans secured against deposited funds, where repaymentlmeaobtained through extinguishing the asset, do
not require consideration of repaymefor qualifying purposes. Therder must reduce the amount of the
corresponding asset by the amount of the collateralized loan.

Only an independent third party mayovide the borrowed funds for collateralized loans. The seller, real est:
agent or broker, lender, or other Interestg@hrty may not provide such funds. Unacceptable borrowed funds
include:

1 unsecured signature loans;

9 cash advances on credit cards;

1 borrowing against household goods and furniture; and
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1 other similar unsecured financing.

The ender must verify andocument the existence of the2bNN2 ¢ SN a aasSda dzaSR
promissory Note securing the asset, and the loarcpauls.

AnyloanoftheB NN ¢ SNDAa aAyAYdzy wSIldZANBR Ly@SadaySyid o6a
requirements set forth iSource Requirements forK S 6 2 NNB 6 SNDa awl ¢ ILARSIS n

For additional information seeatdbook 4000.11.A.4.d.iii.(K); 1.A.5.c.iii.(K) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclibahdbooks/hsgh

164. 6/17/15 How do lenders Cash on hand refers to cash held by the borrower outside of a financial institution. 4000.1
document cash assets? 1I.A.4.d.iii.(B);
To include cash on hand as liquid assets for cash to claesenvesthe lender must: II.LA.5.c.iii.(B)
TOSNAFe (KIFG GKS 02NNRsSNNR&E OF&K 2y KFEYyR A& RSL]
company.

TOSNAFE YR R20dzYSyid GKS 02NNRBgSNRAE OF&AK 2y KI Yy
how the funds were accumulated and the amount of time it took to accumulate the funds.

9 determine the reasonableness of the accumulation based on the time period during which the funds wer
a SR yR GKS 062NNRgSNR&AY
- income stream;
- spending habits;
- documenta expenses; and
- history of using financial institutions.

For additional information see Handbook 4000.A.4.d.iii.(B); 1.A.5.c.iii.(Byailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

165. 6/17/15 Can gift funds come Gift fundsmay be provided by thebNNE ¢ SN & SYLJX 2 & SNJ 2 NB2ININER B NINAEA Ny 4000.1
from the employer? minimum investment must also comply with the additional requirementsSlrce Requirements of 2 NNE2 ¢ 11.A.4.d.iii.(F);
Minimum Required Investment (MRBund in Handbook 4000.1 11.A.4.d.ii.(B). ILA.4.d.iii.(M);
ILA.5.c.iii.(F);
Thelender must obtain a gift letter siged and dated by the donor andlrower that includes the following: ILA.5.c.iii.(M)

T6KS R2y2NDRa yIYSY FRRNBaazr yR (StSLK2yS ydzyoS
fthedondN & NXBf I ( AorovarK A LJ G2 GKS 0o

1 the dollar amount of the gift; and

1 a statement that no repayment is required.
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The receipt of the gift funds must be documented in accordance with Handbook 4000.1 Il.A.4.d.iii.(F) or
ILA.5.c.iii.(F).

A salary advanceannot be considered as assets to close.

For additional information see Handbook 4000.A.4.d.iii.(F); II.A.5.c.iii.(F); IlLA.4.d.iii.(M); Il.LA.5.c.iii.(M)

available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
166. 6/17/15 Can gift funds be used | The lender must document all funds that are used for the purpose of qualifying for or closing a mortgage, | 4000.1
to pay forprepaids and | including those to satisfy debt or pay costs outside of closing. 1.A.4.d.i;
closing costs? ILA.4.d.iii.(F);
The lender must verify and document that the borroviers sufficient funds from an acceptable source to I.LA.5.c.iii.(F)

facilitate the closing.

Gifts may be provided by:

T6KS 02NNRBoSNRA FFYAfe YSYoSNIT

TGKS 02NNRoSNRAE SYLIX 28SNJ 2NJ 062N dzy A2y T
1 a close friend with a clearly defined and documented interest in the borrower;

9 a charitable organization;

9 a governmental agency or public entity that has a program providing homeownership assistance to low ¢
moderate income families or firdtme homebuyers.

lye IATE 2F GKS 02NNRgSNRA aAy AomghrwitviBeladdkionB R Ly @

NBIljdANBYSyila aSdi F2NIK Ay |l yR622]1 nnnném LL®!

/ t2a8Ay3 024804 LINBLI AR AGSY&a yR 2GKSNJ F§Sa YI &

For additional informtéon see Handbook 40001LA.4.d.i; 11.A.4.d.iii.(F); 1I.A.5.c.iii.évpilable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/aunistration/hudclips/handbooks/hsgh
167. 6/17/15 Where can | find policy| wSy & ONBRAGA NBFSNI G2 GKS Y2dzyd 27F (KS Naykéttefit. | 4000.1
governingrentcredit? | ¢ KS f SYRSNJ YI & dzaS GKS OdzydzZ  6ABS Y2dzyd 27F NBy| ILAALAI(H)(@3);
YIEN] SG NByidG 261 NRa GKS 02NNRgSNRA aAiAyAYdzy wSldZ llLA4d.ii.(T);

1 the rent with option to purchase agreement 11LA.5.c.iii.(H)(3);
TGKS FLIINF AaSNRa SadAvYlrdsS 2F YENJ SO NByidsz FyR ILA.5.c.iii.(T)

1 evidence of receipt of payments.

Rent may be an inducement to purchase when the sales agreement reveals that the borrower has been liy
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the property rentfree or has an agreement to occupy the property at a rental amount considerably below fg

market value. Rent below fair markedlue is not considered an inducement to purchase when:

1 a builder fails to deliver a property at an agregion time, and permits the borrower to occupy an existing ¢
other unit for less than market rent until construction is complete; or

9 for borrowers wio meet the Identityof-Interest exception for family members.

For additional information see Handbook 4000.A.4.d.iii.(H)(3); 11.A.4.d.iii.(T); 1.A.5.c.iii.(H)(3); Il.LA.5.c.iii.(T)

available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
168. 6/17/15 How do Idocument Retirement accounts refer to assets accumulated by the borrower for the purpose of retirement. The lend¢ 4000.1
assetsina Retirement | A y Of dzRS dzLJ (2 cn LISNOSyil 2F GKS @t t dzS refir@ment dcdoBnisA | 11.A.4.d.iii.(C);
account? such as IRAs, thrift savings plans, 401(k) plan, and Keogh accounts, unless the borrower provides conclug 11.A.5.c.iii.(C)

evidence that a higher percentage may be withdrawn after subtracting any federal income tax and withdray
penalties. The paion of the assets not used to meet closing requirements, after adjusting for taxes and
penalties, may be counted as reserves.

The lender must obtain the most recent monthly or quarterly statement to verify and document the existent
and amountsinthe NNR 6 SNN& NBGANBYSyid | O002dzyiiazr GKS o62N
conditions for withdrawal from any retirement account.

If any portion of the asset is required for funds to close, evidence of liquidation is required.

For additional information see Handbook 4000.A.4.d.iii.(C); 1.A.5.c.iii.(@Yailable at
http://portal.hud.gov/hudportal/HUD?src=/progranoffices/administration/hudclips/handbooks/hsgh

169. 6/17/15 How do | document the| Borrowers may sell personatqperty to obtan cash for closing. Personabperty refers to tangible property, | 4000.1
value of personal other than real property, such as cars, recreational vehicles, stamps, coins or other collectibles. ILA.4.d.iii.(N);
property sold for funds II.LA.5.c.iii.(N)
to close? The lender must obtain a satisfactory estimate of the value of the item, a copy of the bill of sale, evidence (

recept, and deposit of proceeds. A value estimate may take the form of a published value estimate issued
organizations such as automobile dealers, philatelic or numismatic associations, or a separate written appl
by a qualified appraiser with no finaiatinterest in the mortgage transaction

The lesser of the estimated value or actual sales price must be used when determingudfitiency of assets t¢
close.For additional information see Handbook 4000.A.4.d.iii.(N); [l.A.5.c.iii.(Myailableat
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

170. 6/17/15 Does FHA allow Funds obtained from unsecured loans cannot be used toward the grmyment. Unacceptable borrowed funds 4000.1
unsecured loans to be | include: 11.A.4.d.iii.(K)(1)
used toward the down | T unsecured signature loans; 11.A.5.c.iii.(K)(1)

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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payment? 9 cash advances on credit cards;
1 borrowing against household goods and furniture; and
1 other similar unsecured financing.

A collateralizeddan that is fully secured by a financial asset ofttherower, such as deposit accounts,

certificates of deposit, investment accounts, or reaerty is acceptable. These assets may include stocks,

bonds, and real estate other than the property being pusdthFor additional information see Handbook 4000

ILA.4.d.iii.(K)(2); IILA.5.c.iii.(K)&Mailable at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

171. 6/17/15 Can an individual or Generally, only Federal, state, local government, and nonprofit agencies considered instrumentalities of | 4000.1

organization provide a | government are considered an acceptable sourcalpgffRa F2NJ G KS 02 NNB g SNRa NJ ILA4.d.iii.(3)(4);

second mortgage for investment, and may provide them as secondary financing. FHA will insure a first mortgage on a property| II.A.5.c.iii.(J)(4)

the buyer's down has a second mortgage or lien held by private individuals and other organizations, provided that:

payment? 1 the secondary financing is disclosed at the time of application;

1 no costs associated with the secondary financing are financed into theriSdied first mortgage;

1 the secondary financing paymentsust be included in the total mortgageypment;

1 the secondaryfinancing musnot result in cash back to theobrower except for refund oarnest money
deposit or other lorrower costs paid outside of closing;

1 the secondary financing may not bead to meetthe B NNR2 6 SN & a Ay A Ydzy wSlidzi N

9 the Combird Loarto Value (CLTVatio of the base loanraount and secondary financing amount must not
exceed the applicable FHA Le@aaValue (LTV) limit;

9 the base loan mount and secondary financing amount must not exctfediNationwide Mortgage Limits;

1 the second lien may not provide for a balloon payment within 10 years from the date of execution;

9 any periodic payments are level and monthly; and

1 there is no prepayment penalty, after giving the ngagee 30 dys advance notice.

Any secondary financingeeting this standard is deemed to have prior approval in accordance with 24 CFR
203.32.

The lender must obtain from the provider of any secondary financing:
9 documentation showing the amount of funds provided to ti@rower for each transaction; and
9 copies of the loan instruments.

For additional information see Handbook 4000.A.4.d.iii.(J)(4); Il.A.5.c.iii.(J)&ailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

172. 6/17/15 Can employers Employer asistance refers to benefits providég an employer to relocate the borrower or assist in the 4000.1
contribute towardthe | b2 NNB 6 SNRa K2dzaAy 3 LIzZNOKIFaSz AyOtdzRAy3a Ot 2aiy3a (lIA4dii.(M);
borrower's down b2 NNEB 6 SN A a A ynvestdeit (MRS)|jEdapydiiBsststahce does not include benefits provided by a| 11.A.5.c.iii.(M)
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payment? employer through secondary financing. A salary advance cannot be considered as assets to close.

RELOCATION GUARANTEED PURCHASE

The ender may allow the net proceeds (relocation guaranteed purclpgise minus the outstanding liens and
expenses) to besed as cash to close. If thertower is being transferred by their company under a guarante
sales fan, the Ender must obtain an executed buyout agreement signed by all parties and receipt sf fund
indicating that the employer or relocation service takes responsibility for the outstanding mortgage debt. T
lender must verify and document the agreement guassihg employer purchase of the tNNE 6 S NI &
residence and the net proceeds fromlea

EMPLOYER ASSISTANCE PLANS

The amount received under employer assistanieap maybe used as cash to close. Taede must verify and
documentthe 2 NNB 6 SN & NBOSA LI 2F | &a A Bedefit @f@rSalemeht, tiie@n8er ¢
mug verify and document that thedrrower has sufficient cash for closing.

For additional information see Handbook 4000.A.4.d.iii.(M); 11.A.5.c.iii.(Mjvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

173. 6/17/15 Can a Homeownership| ¢ KS CSRSNI f 1 2YS [2Fy .l y1Q& o6CI[.0 ! T ¥Ritefctantt S | 4000.1
Set Aside Program grar| Program is an acceptable source of down payment assistance and may be usedmetammjyith FHAnsured 11.A.4.d.iii.(L)(2);
be used for down financing. Secondary financing that creates a lien against the property is not considered a gift or grant eve| 11.A.5.c.iii.(L)(2)
payment? does not require regular payments or has other features forgiving the debt. Any AHBi&etfunds used for

thel2 NN 6 SND& aAyAYdzY wSIjdzANBR Ly@SadySyid o6awL0 Y
in Handbook 4000.1:11.A.4.d.ii and Il.A.5.c.ii.

The lender must:
T+SNAFE& YR R20dzYSyid GKS 02NNRBgSNNRAE NBOSALI 27
1 Verify and document that the retention agreement required by the FHLB is recorded against the property
results in a deed restriction, and not a second lien. The retention agreement must:
- provide that the FHLB will have ultimate control over the AHRitgiunds if the funds are repaid by the
borrower;
- include language terminating the legal restrictions on conveyance if title to the property is transferred
foreclosure or deedn lieu (DIL), or assigned to the Secretary of HUD; and
- comply with all oher FHA regulations.

For additional information see Handbook 4000.A.4.d.iii.(L)(2); Il.A.5.c.iii.(L)@)ailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
174, 6/17/15 Can a nonprofit or ¢tKS fSYRSNIYI@ 2yfte LISNYALG (KS 02NNRBGSNIDa& aAiyAY|4000.1
government entitywho | LISNY A &daA0f S dzyRSNJ { SOGA2Y Hnoo6o0OpuS6/ 0 2F GKS blllA4ci;
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is the seller of a MRI must not come from: ILA.5.c.ii
property provide gift (1) the seller ofthe property;
funds? (2) any other person or entity who financially benefits from the transaction; or

(3) anyone who is or will be reimbursed, directly or indirectly, by any party included in (1) or (2) above.

HUD does not interpret Section 203(b)(9)(C) ofta¢ional Housing Act to prohibit governmental entities from
LNEGARAY3I (KS 02NNRBoSNNRa awL gKSNB GKS 3I208SNYyYS
its homeownership programs.

The lender must document that the governmental entitgurred prior to or at closing an enforceable legal
fALOATAGE 2N 20fATlLGA2Y (2 FdzyR (KS 02NNRgSNDA
has agreed to reimburse the lender for the use of funds legally belonging to the lenfled2ag R G KS . 2
MRI.

The lender must obtain:

{l a cancelled check, evidence of wire transfer or other draw request showing that prior to or at the time of
Ot2aAiy3 GKS I2@SNYyYSyGalt Sydaiade KIFR I dzi K2 NRIfiSR
0KS F20SNYyYSylilt Syitiradeqa | 002dzydT 2N

1 aletter from the governmental entity, signed by an authorized official, establishing that the funds provide
26l NR&d (GKS 02NNRsSNNa awL ¢gSNB TFTdzyRa f S3lffeé
Examples of acceptable language are ab#lan Handbook 4000.1 11.A.4.d.ii.(C).

While the lender is not required to document the actual transfer of funds in satisfaction of the obligation or

liability, the failure of the governmental entity to satisfy the obligation or liability may resultietermination
that the funds were provided by a prohibited source.

For additional information see Handbook 4000.A.4.c.ii; Il.A.5.c.iavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

175. 6/17/15 How much is counted | Sweat equity refers to labor performed, or materials furnished, by or on behalf of the borrower before closij 4000.1
for the borrower's labor| the property being purchased. 11.A.4.d.iii.(R);
when calculating sweat| The lender may consider the reasonable estimated cost of the work or materials as an acceptable source ( 11.A.5.c.iii.(R)
equity? funds.

Sweat equity provided by anyone other than the borrower can only be used as the Minimum Required
Ly@dSaidySyid o6awLuo AF AdG YSSia (GKS a2dz2NDODS NXBIj dza NB
ILA5.c.ii.

The lender may consider swieaquity that has not already been included in the mortgage however, clean up|
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debris removal, other general maintenance, and work to be performed using repair escrow cancmididered
as Sweat EquityCash back to the borrower is not permitted in sweguity transactions.

For materials furnished, the lender must obtain evidence of the source of funds and the market value of the

materials. For labor, verify and document that the work will be completed in a satisfactory manner and obt

evidenceof 2 Y U NKR 6 dzi 2 NE @I f dz§ 2F G KS f | 02 Nstin&tingeseack Iy

1 For labor on existing construction: obtain an appraisal indicating the repairs or improvements to be perfo
(Any work completed or materials provided befdahe appraisal are not eligible)

9 For labor on proposed construction: obtain the sales contract indicating the tasks to be performed by the
borrower during construction.

For additional information see Handbook 4000.A.4.d.iii.(R); II.A.5.c.iii.(Ryalable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

176. 6/17/15 Are government If a gift is provided by a governmental agency or public entity that has a program providing homeownershif 4000.1
entities required to assistance to low or moderate income families or {tiste homebuyers, a gift letter is required. The gift letter | 11.A.4.d.iii.(F);
provide a gift letter? must be signed and dated by the donor and borrower and includes the following: IILA.5.c.iii.(F

w 0KS R2y2ND& ylYSS RRNBaaxr FyR (S8tS8SLIK2yS ydzvYo
w GKS R2y2NR&a NBtFGA2yaKALl G2 GKS . 2NNBgSNIT

w UKS R2fflebif;and2dzy i 2F (K

w F adrisSySyid GKFIG y2 NBLI&aYSyid A& NBIljdzANBRD

For additional information see Handbook 4000.1 11.A.4.d.iii.(F); 1.A.5.c.iii.(F) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

177. 6/17/15 What is the FHA wSASNIISE NBFSNI G2 GKS &dzy 2F GKS 02NNR6SNDRA @S N| 4000.1.
definition of borrower | borrower is required to pay at closinBeserves do not include: 1I.LA.4.d.i.(C); 1.LA.5.c.i.(C)
reserves? 9 the amount of cash taken at settlement in cash out transactions
Y incidental cash received at settlement in other loan transactions
1 gift funds in excess of the amount required for the cash investment and other expenses
1 equity in another property
9 borrowedfunds from any source

For additional information see Handbook 4000.A.4.d.i.(C); Il.A.5.c.i.(&Yailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

178. 6/17/15 Are reserves required | Yes, the lender must verify and document reserves equivaletypS Y2 y i KQa LINR y OA LJ f| 4000.1
for borrowers with insurance (PITI) after closing for eme two-unit properties. 1ILA.5.c.i.(C)
manually underwritten
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loans? ¢KS tSYRSNJ Ydzad OSNATFe IyR R20dzySyid NXaSNIB®ourS |
unit properties.

For additional infrmation seeHandbook 4000.1 II.A.5.c.i (C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handitxs/hsgh
179. 6/17/15 Does FHA allow Trade equity refers to when aobrower trades their real property to the seller as part of the cash investment.| 4000.1
borrowers to use equity I.LA.4.d.iii.(S);
resulting from a trade | The amountofthe® NNB 6 SN & SljdzA e O2y iNRodziA2y Aa RSGSNMILASC.II(S)
of real propertytoward | Tdza A y3 GKS f SaaSNJ 2F GKS LINRLISNI&Qa | LIINIAASR @
the cash investment? | { subtracting all liens againstétproperty being traded, along with any real estate commission.

If the property being traded has an Fitsured mortgage, assumption processing requirements and restrictic
apply.

The &nder must obtain a residential appraisal report complying with FHA appraisal policy to determine the
LINRLISNI @Qa @I ftdzS IyR Ydzad | fa2 20dGlFAy GKS {Sddt
of the property.

For additional informatin see Handbook 4000ILA.4.d.iii.(S); Il.A.5.c.iii.(®)ailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administrationiticlips/handbooks/hsgh

180. 6/17/15 When can borrower Compensating factors may be used to justify approval of manually underwnittetgages with qualifying ratios| 4000.1
cash reserves be used | as described in &dbook 4000.1 II.A.5.d.viiVerified and documented cash reserves may be cited as a ILA.5.d.viii
as a compensating compensating factor subjéto the following requirements: 11LA.5.d.ix.(B).

factor for a manually 1 Reserves are equal to or exceed 3 total monthly mortgageneats (1 and 2 units); or
underwritten loan? 1 Reserves are equal to or exceed 6 total monthly mortgage payments (3 and 4 units).

wSaSNpSa NS OFfOdzA I iSR a GKS 02NNRgSNRa G20l €

1 the total funds required to close the mortgage;

1 gifts;

1 borrowed funds; and

1 cash received at closing in a caslt refinance transaction or incidental cash received at closing in the
mortgage transaction.

For additional information see Handbook 4000.A.5.d.viii; II.A.5.d.ix.(B)ailable at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

181. 6/17/15 What are the 2 KSNBE NBLf SadhasS GFESE ENB LIAR Ay | NNBI NEH ENB &| 4000.1
requirementsregarding | Minimum Requiredrivestment (MRI), if the lender documents thaetborrower had sufficient assets to meet | 11.A.4.d.i.(B)(2)(j);
real estate tax credits | the MRI and théborrower paid closing costs at the time of underwriting. 1ILA.4.c.i.(B) (2)(j)

to be received by a
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borrower at closing? This permits théorrower to bring a portion of their MRI to the closing and combine that portion with the rea
estate tax credit for theitotal MRI.

For additional information see Handbook 4000.A.4.d.i.(B)(2)(j); I.A.4.c.i.(B) (2)éNailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

182. 6/17/15 How are debts paid by | A contingent liability refers to a liability that may result in the obligation to repay only when a specific event| 4000.1
another person occurs. For example, a contingent liability exists when an individual can be held responsible for the repayn| 11.A.4.b.iv.(K);
considered? a debt if another legallpbligated party defaults on the payment. Contingent liabilities may include cosigner | Il.A.5a.iv.(M)

liabilities and liabilities resulting from a mortgage assumption without release of liability.

The lender must include monthly payments on contingent liabilities irQtet Odzf | G A2y 2F (K
obligations unless the lender verifies and documents that there is no possibility that the debt holder will put
debt collection against the Borrower should the other party default or the other legally obligatéy s made
12 months of timely payments.

REQUIRED DOCUMENTATION

1 Mortgage AssumptionsThe lender must obtain the agreement creating the contingent liability or assumpt
FINBSYSyYyild IyR RSSR aK2gAy3a GNIyatTsSNI2F GAGES 2

1 Cosigned Liabilitieslf the cosigned liability is not included in the monthly obligation, the lender must obtai
documentation to evidence that the other party to the debt has been making regukimenpayments during
the previous 12 months, and doestrhave a history of delinquent payments on the loan.

1 Court Ordered Divorce Decred&he lender must obtain a copy of the divorce decree ordering the spouse ti
make payments.

For additional information see Handbook 4000.1 11.A.4.b.iv.(K); Il.A.8V8.available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

183. 6/17/15 Do | have to counta | The lender must determine thebNNR2 6 SN & Y2y i Kfé& fAlFLoAfAGASEa o6& N 4000.1
debt that is almost paid| Uniform Residential Loan Application (URlafd requireddocumentation.All applicable monthly liabilities musi II.A.4.b.iv.(A);
off? be included in the qualifying ratio. Closedd debts do not have to be included if they will be paid off within 1| [l.A.5.a.iv.(A)

months and the cumulative payments of all such debts are lessdhaqual to 5 perent of the orrowS NI &
monthly income. Thedrrower may not pay down the balance in order to @h¢he 10month requirement.

For additional information see Handbook 4000.1 11.A.4.b.iv.(A); Il.A.5.a.iv.(A) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
184. 6/17/15 Are child support and | Alimony, Child Support, and Other Maintenance are coudered or otherwise agreed upon payments. 4000.1
alimony counted as a ILA.4.b.iv.(E);
liability for qualifying? | For alimony, if thd2 NNB g SNRa Ay 02YS 4l a y2i NB &idudyBoRligsosin thek S| 11.A.5.a.iv.(D)
OFf OdzA  GA2Y 2F (KS ochdeiNiust Bdiifeihe mohEhis ébliganyhGhe Yafbatici &f S
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theb2 NNBE 6 SNR& RSolG @

Child support and other maintenance are to be treated as a recurring liability and the lendé¢includethe
monthly obligationintheB NN2 6 SNRa f Al o0AfAGASA | yR RSodo®

The ender must verify and document the monthly obligation by obtaining the official signed divorce decree
separation agreement, maintenance agreement, or other legal orddmanst also obtain thé2 NNE ¢ S NI
stubs coveng no less than 28 consecutive days to verify whether thredwer is subject to any order of
garnishment relating to the alimony, child support, or other maintenance.

The ender must calculatehie borrog SN & Y2y G Kfe 20t A3F A2y FNBY (K¢
1 the amount shown on the most recent decreeagreement establishing theebNN2 ¢ SNDa LI &Y
1 the monthly amount of the garnishment.

For additional information see HandbotkA.4.b.iv.(E)1JA.5.a.iv.(Davailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
185. 6/17/15 Can | exclude the cost | The portion of a condominium fee that is clearly attributable to utilities may be subtracted from the HOA fe¢ 4000.1

of utilities from the before computing qualifying ratios, provided the Borrower provides proper documentation, such as statemq 11.A.5.d.vii.(B)(2)
analysis when they are | from the utility company.
included in the HOA

fees? For addiional information see HandbodkA.5.d.vii.(B)(2available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/huddibandbooks/hsgh
186. 6/17/15 Must a monthly 'y 26fA3LGA2Y F2NI I K2YS SySNHé aéaisSy ySSR y2 (| HQPolicy

obligation for a leased
energy system be
included in the
borrower's DTI?

187. 6/17/15 May nontaxable NonTaxable Income refers to types of income not subject to federal taxes, which includes, but is not limite] 4000.1
AYyO2YS 0S ¢ some portion of Social Security Income; I.LA.4.c.x{iP)
dzLJe K 1 some federal government employee Retirement Income; II.A.5.b.xii(P)

I Railroad Retirement benefits;

9 some state government Retirement Income;

9 certain types of disability and Public Assistance payments;

9 Child Support;

9 military allowances; and

9 otherincome that is documented as being exempt from federal income taxes.
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The lender must document and supp the amount of income to be grossegb for any nortaxable income
sourceandthecuBy G GFE NI GS | LIJX AOFo6t S { BroskedB. 62 NNB 6 SN,

The amount of contining tax savings attributed to netaxable hcome may be added to tHe2 NNE & S NI 3
income.

The percentage of netaxable hcome that may be added cannot exceed the greater of 15 percent or the
appropriate tax rate fothe income amount, based on th@ NNE ¢ S NX¥ar theigdreioudiyear. & the
borrower was not required to file a federal tax return for the previous tgporéing period, the lender may gross
up the nontaxable hcome by 15 percent.

The lender mayot make any additional adjustments or alloves based on the number of th@ ININE & S N
dependents.

For additional information see HandbotkA.4.c.xi{iP) II.A.5.b.xii(P) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

188. 6/17/15 How is rental income | To calculate the effectivemcome fromthe subject property where thedsrower does not have a history of rentg 4000.1
for the subject property| income from the subject property since the previous tax filing, the lender must use the lesser of: 11.LA.4.c.xii.(f)
calculated when 1 the monthly operating income reported on Freddie Mac Form 998; or A.5.b.xii.(1)
analyzing borrower 1 75 percent of the lesser of:
qualifying ratios? - fair market rent reported by the appraiser; or

- rent reflected in the lease or other rental agreement.

To calculate #ective income fromthe subject propertywhere the borrower does have a history of rentatdme
the lender must calculate the rentaldome by averaging the amount shown on Schedule E. Depreciation,
mortgage interest, taxes, insurance and any HOA dues shown on Schedule E may be added baei to the
income or loss.

If the property has been owned for less than two ye#ns,lender must annualize the rentaldome for the
length of time the property has been owned.

For additional information see Handbook 4000.1 4.&xii.(1)]1.A.5.b.xii.(I) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

189. 6/17/15 How is rental income | To calculate the effectiveet rental ncome from other real estate holdings, includingraperty being vacated | 4000.1
from other real estate | by the orrower, where the lmrrower does not have a history oéntal ncome since the previous tax filing, the | 11.A.5.b.xii.(l)
calculated? lender must deduct the Principal, Interest, Taxes, and Insurance (PITI) from the lesser of:

9 the monthly operating income reported on Freddie Mac Form 998; or
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9 75 percent 6 the lesser of:
- fair market rent reported by the appraiser; or
- rent reflected in the lease or other rental agreement.

To calculate effectivaxcome fom other real estate where the borrower does have a history of rentae the
lender must average the amount shown the Schedule E provided therpower continues to own all properties
included on the Schedule E.

Depreciation shown on Schedule E may be added back to the net income or loss.

If the property has been owed for less than two yearghe lender must annualize the rentaldome for the
length of time the property has been owned. For propestivith less than two years of rentatome history, the
lender must document the date of acquisition by providing deed, Settlement Statement or similar legal
document.

t23AGA0S ySi NBydlt AyO2YS$S Ydaad 68 I RRSR nabe mus S
be included as a debt/liability.

For additional information see Handbook 4000.1 11.A.5.f)xavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

190. 6/17/15 Can child support or Alimony, child support, or maintenanagcome refers to income received from a former spouse or partner or | 4000.1
alimony be used as from a noncustodial parent of the drrower's minor dependent. II.A.4.c.xii.(B)
income? 1I.LA.5.b.xii.(B)

The lender must obtaiafully executed copy of thebNNR 6 SNDa FAY I f RAG2NDS R!
court order, or voluntary payment agreement with documented receipt.

When using a final divorce decree, legal separation agreement or court order, the lender maist@htdence of
receipt using deposits on bank statements; canceled checks; or documentation from the child support agel
the most recent three months that supports the amount used in qualifying.

If the borrower has received consisteatimony, tild support or other naintenance payments for the most
recent three months, the lender may useetleurrent payment to calculate effectivedome.

For a voluntary payment agreement, the lender must document receipt with 12 months of cancelled checki
depositslips, or tax returns. If thedsrower has received consistent alimony, child support or other maintenat
payments for the most recent six months, the lender may use the current payment to calefitattive income.

The lender must provide ewthce that the claimed income will continue for at least three years. The lender n
use the front and pertinent pages of the divorce decree/settlement agreement and/or court order showing 1

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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financial details.

If the alimony, childgpport or other maintenance payments have not been consistently received for the mos|
recent six months, the lender must use the average of the income received overetieys two years to
calculate effective Income. If alimony, child support aimtenane income has beeneceived for less than two
years, the lender must use the average over the time of receipt.

For additional information see Handbook 4000.1 II.A.4.c.xii.(B); 1.A.5.b.xii.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

191. 6/17/15 Can disability paymentg Disabilitybenefits are benefits received from the Social Security Administration (SSA), Department of Veter 4000.1
be used as income? Affairs (VA,) other public agencies, or a private disability insurance provider. I.LA.4.c.xiii.(A);
II.LA.5.b.xiii.(A)

The e&nder must verify and document thebNNE2 6 SN & NB oSixheBSA2VA or privafeSdilidp i &

insurance provider. Themhder must obtain

om0 I O2L® 2F G(KS flFad b2GAO0S 27F ! g ANR dINENDIENIRE
theb2 NNR 6 SNRa St AIJAOAfAGE F2NJ RAAFIOATAGE O0SYSTFAIL

(2) equivalent documentation that establiseéhe award of benefits to thedsrower.

If the Notice of Award or equivalent document does not have a definedaqirdate, the énder may consider
the income effective and reasably likely to continueThe &nder may not rely upon a pending or current re
evaluation of medical eligibility for benefit payments as evidence that the benefit payment is not reasonabl)
likely to continue.

Under no circumstances may thender inquire into or request documerttan concerning the nature of the
disability or the medical condition of the borrower.

For Social Security Disability income, including Supplemental Securityd{&Sl), theehder must obtain one of
the following documents:

I Federal tax returns;

I The mosrecent bank statement evidencing receipt of income from the SSA;

! tNR2F 2F LyO2YS [SGGSNE | t&az2 (y26y la | a.d
the SSA; or
! O2Lk 27F (KS . -P000MR4ASS Sthal SeCunityBenegitShent.

For VA disability benefits, thehder must obtain VA Form 28037, Verification of VA Benefits, showing the
amount of the assistance and the expiration date of benefits, if any.

For pivate disability benefits, theshder must obtain documentn from the private disability insurance

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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provider showing the amount of the assistance and the expiration date of the benefits, if any.
The ender must use the most recent amount of benefits received to calcelffietive income.

For additionainformation see Handbook 4000.1 11.A.4.c &ji.(1);Il.A.5.b.xii.(A1) available at
http://portal.hud.gov/hudportal/HUD?src=/program_officesfiministration/hudclips/handbooks/hsgh

192.

6/17/15

Can public assistance &
used as income?

Public assistance refers to income received from government assistance programs. Lenders must verify g
documentthe income received from the government agency. The lender must use the current rate of publi
assistance received to calculate effective income.

For additional information see Handbook 4000.1 11.A.4.c.xill(R)5.b.xi{(F)available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

193.

6/17/15

Can incore earned
from parttime
employment be used ag
income?

4000.1
I A.4.c.xii.(F)
I.LA.5.b.xii.(F)

Parttime employment referdo employment that is not the® NN2 ¢ SN & LINA YI NB SY L3}
performed for less than 40 hours per wedlhe lender may usegpt-time employment income asffective
incomeif the borrower has worked a patime job uninterrupted for the past two years and the current positio
is reasonably likely to continue. The income must be averagedio@grevious two years. If thehder can
document an increase ipay rate, a 12nonth average of hours at the current pay rate may be used.

For additional information see Handbook 4000.A.4.c.iv; I./&.b.ivavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
IILA.4.c.iv;
IlLA. 5.b.iv

194.

6/17/15

Can icome from
employment that has
not begun be used as
income?

Expectedrncome refers to income from cosf-living adjustments, performance raises, a new job, or retireme|
that has not beenbut will be received within 60ays of mortgage closing.

The ender must verify and document the existence and amount of expected income with the employer in w
and that it isguaranteed to begin within 60ays of mortgage closing.

For expected retirement income, therider must verify the amount and that @ guaranteed to begin within 60
days of the mortgage closing.

Income is calculated in accordance with the standards for the type of income being received.

Thelender must also verify that thedsrower willhave sufficient income or cash reserves to supphe
mortgage @yment and any other obligations between mortgage closing and the beginhihe receipt of the
income.

For additional information see Handbook 4000.1 11.A.4.c.xii.(L); .A.5.b.xii.(L) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

4000.1
ILA.4.c.xii.(L);
11LA.5.b.xii.(L)

195.

6/17/15

How do | approach
transactions where we
know the income will

be changing?

Expectedncome refers to income from cosi-living adjustments, performance raises, a new job, or retiremel
that has not been, but will beeceived within 60 dys of mortgage closing.

Thelender must verify and document the existence and amount of expected income with the employer in w

4000.1
1I.A.4.c.xii. (L);
ILA.5.b.xii. (L);
1I.LA.4.c.xi(C);
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and that it isguaranteed to begin within 60ays of mortgage closing. 11.LA.5.b.xi.(C)

For expected retirementicome, the Ender must verify the amount and thatig guaranteed to begin within06
days of the mortgage closing.

Income is calculated in accordance with the standards for the type of income being received.

Thelender must also verify that thedsrower willhave sufficient income or cashserves to supprt the
mortgage @yment and any other obligations between mortgage closing and the beginning of receipt of the
income.

For lorrowers with a temporary reduction of income due to a shienm disability or similar temporary leave,
the lendermay considethe b2 NNB ¢ SNR & O dafided/g iiconie yif @ @avvé@rify-aiid documetite
borrower:

1 intends to return to work;

1 has the right to return to work; and

1 qualifies for the mortgage taking into account any reduction of income due to the ciremoest

For lorrowers returning to work befi or at the time of the first mortgageagyment due date, the lendanay
use the 2 NNE ¢ SINdReinchdes

For orrowers reurning to work after the first mortgageayment due date, the lendenay use the 8 NNE2 & §
current income plusivailable surplus liquid assedserves, above and beyond any requirederves, as an
income supplement up to the amount of th? NNE2 ¢ SINdReiinchmdess

For additional information see Handbook 4000.1 II.A.4.c.xi(C}h.B.&i.(C); 1l.A.4.c.xii.(L); Il.LA.5.b.xii.(L) availal
at http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclipsfidbooks/hsgh

196. 6/17/15 How do you calculate | The lender must analyze th INNE ¢a$ mstirids to determine gross sedmployment ncome. 4000.1
income for sek ILA.4.c.x;
employed borrowers? | Requirements for analyzing selinployment documentation are found in Handbook 4000.1 Appendix 2.0 1LA.5.b.x;

Analyzing IRS Forms. Appendix 2.0

The lender must calculate gross sethploymentincome by using the lesser of:
1 the average gross sedimployment hcome earned over the previous 2 years; or

1 the average gross sedmploymentincome earned over the previous 1 year.

For loans receiving a TOTAL Scorecard Accept/Eligible recommendation refesétf-8mployment hcome
requirements in Handbook 4000llLA.4.c.x

For loans that must be manually underwritten, refer to $&femployment hcome requirements in Handbook

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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4000.1 ILA.5.bx

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

197. 6/17/15 Can overtime or Overtime and bonus income refers to income tttz borrower receives in adton to the 2 NN2 ¢ S N a | 4000.1
bonuses be used as salary. The lender mayei®vertime and bnus Income as effective income if the borrower has received this | 11.A.4.c.v;
income? income for the past two years and it sasonablyikely to continue. Periods of overtime andriusincome less | IlLA.5.b.v

than two years may be considered effectineome if the lender documents that the overtime and bonus incot
has been consistently earned over a period of not less than one yeas aedsonably likely to continue.

For employees with overtime or bonus income, the lender must average the income earned over the previ
two years to calculate effective income. However, if the overtime or bonus income from the current year
decreases® HAn LISNOSyYy(d 2NJ Y2NBE FTNRY (GKS LINBQOA2dza &St

For additional information see Handbook 4000.1 1I.A.4.c.xi(C); 1I.A.5.b.xi.(C); 1l.A.4.c.xii.(L); Il.A.5.b.xii.(L) ¢
at http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

198. 6/17/15 How do | document The Employment Authorization Document issued bylthited States Citizenship and Immigration Servi¢ 40001.
employment fomon- (USCIS) is required to substantiate work status. If the Employment Authorization Document will expire with 1I-A.1.b.i.(A)(9)(b)
permanent resident year and a prior history of residency status renewals exists, the lender may assume that continuation will K
aliens? granted. If there are no prior rawals, the lender must determine the likelihood of renewal based on

information from the USCIS.

A borrower residing in the U.S. by virtue of refugee or asylee status granted by the USCIS is automatically|
to work in this country. The Employmentithorization Document is not required, but documentation
substantiating the refugee or asylee status must be obtained.

While a borrower is required to have a valid Social Security Number, in no case is a Social Security card s
to prove immigratim or work status.

For additional information see Handbook 4000.1 11.A.1.b.ii.(A)(9)(b) available at
http://portal.hud.gov/hudportal/HUD?src=/gsgram_offices/administration/hudclips/handbooks/hsgh

199. 6/17/15 Can commissions be | Commission income refers to income that is paid contingent upon the conducting of a business transactior, 4000.1
used as income? performance of a service. II.LA.4.c.ix;
IILA.5.b.ix;
Commission Income may be used as effective income if the borrower earned the income for at least one y| Appendix 2.6 Analyzing IRS
the sane or similar line of work and it is reasonably likely to continue. Forms

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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TC2NJ /2YYA&daAz2y LyO2YS tSaa GKFy 2NJ Sljdzrt G2 Hp
traditional or alternative employment documentation.

1 For Commission Incon@NB I 4t SNJ G Ky wp LISNOSyid 2F (GKS 02 NNEP
signed tax returns, including all applicable schedules, for the last two years. In lieu of signed tax returns |
the borrower, the lender may obtain a signed IRS Form 4B686uest for Copy of Tax Return, IRS Form-450
Request for Transcript of Tax Return, or IRS Form 8821, Tax Information Authorization, and tax transcriy
directly from the IRS.

The lender must calculate effective income for commission by using the lefsse

(a) the average net Commission Income earned over the previous two years, or the length of time Commis
Income has been earned if less than two years; or

(b) the average net Commission Income earned over the previous one year. The net Commissioridncome
calculated by subtracting the unreimbursed business expenses from the gross Commission Income.

The lender must reduce the effective income by the amount of any unreimbursed employee business expe
a aK2gy 2y (KS oFprNdaBEnd3NRIYs 2{yORK SR dzfe8 Aly®d GKS . 2 NN
4000.1 Appendix 2.0Analyzing IRS Forms.

For additional information see Handbook 4000.1 11.A.4.c.ix ; Il.A.5.b.ix available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

200. 6/17/15 Can Social Security Social Security Income or Supplemental Security Income (SSI) refers to income received from the Social § 4000.1
benefits beusedas Administration (SSA) other than disability incoeK S Y2 NIi 3+ 388 Ydza i GSNAFE | ILA4.cxiHYL);
income? receipt of income fronthe SSA and that it is likely to continue for at least a three year period from the date { 11.A.5.b.xi(HY1)

case number assignment. For SSI, the mortgagee must obtain any one of the following documents:
§ federal tax returns;
1 the most recent bank statement evidencing redespincome from the SSA,;

T I tNR2F 2F LyO2YS [SGUGSNE +ftaz2 (1yz2s6y la | a. d
the SSA; or
T + O02L® 27F (KS &eonMBR2S SokRlSecrity!Benefig tdiement.

In addition to verification of income, the mortgagee must document the continuance of this income by obtal
from the borrower:

Mo I O2Lk® 2F GKS tlFrad b23AO0S 2F ! g NR f SG0S MoK
SSA incme, or

(2) equivalent documentation that establishes award benefits to the borrower (equivalent document).

If any income from the SSA is due to expire within three years from the date of case number assignment, t
income may not be used for qualifyinig the Notice of Award or equivalent document does not have a define|

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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expiration date, the mortgagee must consider the income effective and reasonably likely to continue. The
mortgagee may not request additional documentation from the Borrower to denratestontinuance of Social
Security Income.

If the Notice of Award letter or equivalent document specifies a future start date for receipt of income, this
income may only be considered effective on the specified start date.

The mortgagee must use thercent amount of Social Security Income received to calculate Effective Incomg
For information on Disability Income see Handbook 4000.1 II.A.4.c.xii.(A) & 5.b.xii.(A).
For more information on Social Security Income see Handbook 4000.1 [I.A(BXLxi& [1.A.5.b.xiitHY1).

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/hdmbks/hsgh

201. 6/17/15 How does FHA view If the borrower has changed jobs more than three times in the previoumagth period, or has changed lines ¢ 4000.1
borrowers who change | work, thelender must take additional steps to verify aRt2 Odzy Sy i G KS &0l oAf Ad& 2 IlA4cxi(A);
jobs frequently? income. The lender must obtain: 1ILA.5.b.xi (A)

1 transcripts of training and education demonstrating qualification for a new position; or
1 employment documentation evideing continual increases in income and/or benefits.

For additional information see Handbook 4000.1 II.A.4.c.xi(A); 11.A.5.b.xi(A) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

202. 6/17/15 How are gaps in For orrowers with gaps in employment of six months or more (an extended abjetheslender may consider | 4000.1
employment iKS 02NNERgSNDEA OdzNNBmME i it caryverityar®l ddcimer that: SOG A S A I.LA.4.c.xi.(B);
considered when 1 the borrower has been employed in the current job for at least six months at the time of case number ILA.5.b.xi (B)
analyzing income assignment; and
stability? 1 a two year work history prior to the absence from employment using standard or alternativeoemeht
verification.

For additional information see Handbook 4000.1 II.A.4.c.xi.(B); 11.A.5.b.xi.(B) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

203. 6/17/15 How should lenders For borrowers with a temporary reduction in incordee to a shortterm disability or similar temporary leave, | 4000.1
treat temporary 1KS t SYRSNJ YI & O2y&aARSNI GKS 02NNBGSNRa OdzZNNByd | IL.A4.cxi(C);
reductions in income? | 9 The borrower has the right to return to work; and 1ILA.5.b.xi (C)

9 The borrower qualifies for the morégye taking into account any reduction income due to circumstances.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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For borrowers returning to work before or at the time of the first mortgage payment due date, the lender mj
dza S G KS 0 2leadeBngofbla  LINB

For borrowers returning to work after ttE A NAE G Y2 NI 3F 3S LI eYSyd RdzS Rl
current income plus available surplus liquid asset Reserves, above and beyond any required reserves, as
AyO02YS adzldL) SYSy il dzld {2 G-Ké&e ihcofe dFhéamatbf the indaBly incBmeN,
supplement is the total amount of surplus reserves divided by the number of months between the first payr
RdzS§ RI'GS FyR (G4KS 02NNRsSNDa AYyiSyRSR RIGS 2F NB

The lender must provide the following documentation for lmrers on temporary leave:

T ! GNARGGSY aidGlFaSYSyld FTNBY GKS 02NNRBGSNI O2y FANY
intended date of return;

1 520dzYSyilidAaz2y ISYSNIGSR o0& OdNNByid SyLX 2&SN O
employment after temporary leave; and

1 Documentation of sufficient liquid assets, in accordance with Handbook 4000.1 Sources of Funds
NEIljdZA NSYSyGax dzaSR (2 adzJl) SYSyid GKS 062NNRgSN
current employer.

Foradditional information see Handbook 4000.1 II.A.4.c.xi.(C); IlLA.5.b.xi.() available at
http://portal.hud.gov/hudportal/HUD?src=/program_offiséadministration/hudclips/handbooks/hsgh

204. 6/17/15 Where can | find Employment income refers to income received as an employee of a business that is reported on IRS2Form 4000.1
employment C2NJ SyL)X 28YS8Syid NBftFGISR LyO2YSs GKS f SYyRSNJ Ydza i | ILA4.c.i;
documentation income and use one of the following danantation methods: ILA.5.b.ii

requirements?
TRADITIONAL DOCUMENTATOBRRENT EMPLOYMENT

Obtain the most recent pay stub and one of the following to verify current employment:
1 written Verification of Employment (VOE) covering 2 years; or

1 electronicverification acceptable to FHA.

ALTERNATIVE DOCUMENTATCGDNRRRENT EMPLOYMENT

hotlAy O2LIASa 2F GKS Yz2ail NBOS yaidate#amings; (i dzo G K|

9 obtain copies of the original IRS-2\forms from the previous 2 years; and

1 docunent current employment by telephone, sign and date the verification documentation, and note the
name, title, and telephone number of the person with whom employment was verified.

REVERIFICATION OF EMPLOYMENT
Reverification of employment applies to bothaditional and alternative documentation methods and must be|
completed within 10 days prior to mortgage disbursement. Verbalenéfication of employment is acceptable.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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PAST EMPLOYMENT DOCUMENTATION

5ANBOG OSNARTAOIFGA2Y 2 FRorylidiBe pieddid\Ryen Dok reqBided.i aR af tHeS v

following conditions are met:

1 The current employer confirms a 2 year employment history, or a paystub reflects a hiring date.

1 Only base pay is used to qualify (no overtime or bonus income).

9 The borrower executes IRS Form 49R6équest for Copy of Tax RetusnJRS Form 882Tax Information
Authorization for the previous 2 tax years.

If the applicant has not been employed with the same employer for the previous 2 years and/or not aibeosng

immediately above can be met, then the lender must obtain one or a combination of the following for the

recent 2 years to verify employment history:

. W-2(s)

1 VOE(s)

1 electronic verification acceptable to FHA

1 evidence supporting enrolimenmischool or the military during the most recent 2 full years

For additional information see Handbook 4000.1, 11.A.5.b.ii available at
http://portal.hud.gov/hudportal/HUD?src=/program_ offices/administration/hudclips/handbooks/hsgh

205. 6/17/15 Can automobile Automobile allowance refers to the funds provided by the borrower's employer for automobile related expe| 4000.1
allowances be used as | The lender must verify and document the automobile allowance received from the employer for the previoy 11.A.4.c.xii.(G);
income? years and obtain IRS Form 21&@pbyee Business Expensésr the previous two years. 11.LA.5.b.xii.(G)

To determine the portion of the allowance that can be considered effective income the lender must subtrac

automobile expenses as shown on IRS Form 2106 from the automobile allowance before calefitttivg

income based on the current asant of the allowance receivedf. the borrower uses the standard perile rate

in calculating automobile expenses, as opposed to the actual cost method, the portion that the IRS considk

depreciation may be addedaok to income. Expenses that must be treated as recurring debt include:

TGKS 02NNRSSNNR& Y2yiGKfeée OFN LI &YySyidT FyR

1 any loss resulting from the calculation of the difference between the actual expenditures and the expens
account allowance.

For additional information see Handbook 4000.1 11.A.4.c.xii.(G); 1l.A.5.b.xii.(G) available at

http://portal.hud.gov/hudportal/HUD?src=/progranoffices/administration/hudclips/handbooks/hsgh

206. 6/17/15 Forhowlongmustthe | C2NJ I £ f SYLIX 28YSyid NBfIFITGSR Ay02YS> (GKS f SyRSNJ Y| 4000.1
borrower be employed? and income. Effective Income must be reasonably likely to continue through at least the first three years of I1l.A.4.c;
mortgage. 1LA.5.b.

For additional informtion see Handbook 4000.1 II.A.4.c.; Il.A.5.b. available at
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207. 6/17/15 Can seasonal Seasonal employment refers to employment that is not year round, regardless of the number of hours per | 4000.1
employment be used ag the borrower works on the jobSeasonal employment may be considered effective income if the borrower h| Il.A.4.c.vi;
income? worked the same line of work for the pasto years and is reasonably likely to be rehired for the next season| II.A.5.b.vi
The lender may consider unemployment income as effective income for those with effective seasonal
employment incomeThe unemployment income must be documented for two full yearstaece must be
reasonable assurance that the income will continue.
The lender must average the income earned over the previous two full years to determine the effective inc|
For additional information see Handbook 4000.1 11.A.4.c.vi; Il.A.5.b Nabieaat
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
208. 6/17/15 How do | analyze self | Selfemployment income refers to income generated by a business in which the borrower has a 25 percent 4000.1
employment income for| greater ownership interest. There are foasic types of business structures. They include: sole proprietorsh 1l.A.4.c.x;
sole proprietorship, O2NILR NI GA2yaT tAYAGSR tAFOATAGE 2N a{¢ O2NLRNI {|ILA5bX
corporations or other Appendix 2.0 Analyzing IRS
businesses? Selfemployment income should be calculated based on the requirements in Handbook 4000.1-for self Forms
employmentincome.
For additional information see Handbook 4000.1 1.A.4.c.x ; Il.LA.5.b.x; AppendiRalyzing IRS Forms
available at
http://portal.h ud.gov/hudportal/HUD?src=/program_ offices/administration/hudclips/handbooks/hsgh
2009. 6/17/15 Are there special Famiy2 6 Y SR 0dzAAyS&da8 AyO2YS NBFSNE G2 SYLX2eYSyd Al4000.1
guidelines for but in which the borrower is not an owner. The lender must verify and document that the borrower is not ar Il.A.4.c.viii;
borrowers who are owner in the familyowned business by usirgficial business documents showing the ownership percentage.| II.A.5.b.viii.
employed by a family Official business documents include corporate resolutions or other business organizational documents, by
owned business? tax returns or Schedule-KIRS Form 1065), U.S. Return of Partnership Inconas official letter from a
certified public accountanbn their business letterheadn addition to traditional or alternative employment
documentation requirements, the lender must obtain copies of signed personal tax returns or tax transcript
Foradditional information see Handbook 4000.1 II.A.4.c.viii ; Il.A.5.b.viii; available at
http://portal.hud.gov/hudportal/HUD?src=/program_officeadministration/hudclips/handbooks/hsgh
210. 6/17/15 Can rent received from | Boarder refersto anindivRdz £ NByYy GAy3 aLl OS AWitaARS GKS 02 NNE 4 4000.1
boarders be used as II.LA.4.c.xii.(1)(4);
income? Rental Income fronboardersis only acceptable if thedsrower has a tweyear hstory of receiving income from | II.A.5.b.xii.(1)(4)
boarders that is Bown on the tax return and the borrower is currently receivimgtter income.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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The &nder must obtain two years of thesbNNE 6 SN & (i | Eg imtBnie dzvdoardes @nd Bhé ofirteht
lease.

For purchase transactions, a copy of the executed written agreement documenting their toteoritinue
boarding with the bbrrower mug be obtained. Theshder must calculate the effective income by using the les
of the two-year average or the current lease.

For additional information see Handbook 4000.1 1I.A.4.c.xii.(I)(4); 11.A.5.b.xii.(1)(4) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

211. 6/17/15 What is FHA's definitior] A borrower with a 25 percent or greater ownership interest in a business is consideremgetfyed for FHA 4000.1
of selfemployed? mortgage loan underwriting purposes. ILA.4.c.x;
1I.LA.5.b.x

For additional information see Handbook 4000.1 11.A.4.c.x; Il.A.5.b.x available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
212. 6/17/15 How do Icalculate Military income refers to income received by military personnel during their period of active, Reserve, or N 4000.1
income for a person in | Guard service, including: II.LA.4.c.xii.(C);
the military? Base pay; ILA.5.b.xii.(C)
Basic Allowance for Housing;
Clothing allowances;

Flight or hazard pay;

Basic Allowance for Subsistence; and
Proficiency pay.

= =4 =8 -8 -4 8

The ender may not use education benefits as effective income.

AcopyoftheB NN g SNRAa YAt AGlI NB [ S| @n8stHde ghRined toNgfify thdexpirdtidnl
term of service date on the LES. If the expiratiemt ofservice date is within thefst 12 months of the
mortgage, militaryicome may only be considered effectinedme if the lorrower represents their intent to
continue military service. THendermust use the current amount of militargéome received to calculate
effective income.

For additional information see Handbook 4000.1 11.A.4.c.xii.(C); II.A.5.b.xii.(C) available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

213. 6/17/15 Can a trust be used as | Trust income refers to incombat is regularly distributed to a borrower from a trust accouftie lender must: | 4000.1

income? 1 verify and document the existence of the Trust Agreement or other trustee statement. 1I.A.4.c.xii.(M);

1 verifyand document the frequency, duration, and amount of the distribution by obtaining a bank stateme| 1I.A.5.b.xii.(M)
transaction history from the bank.

9 verify that regular payments will continue for at least the first three years of the mortgage term.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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9 use the income ased on the terms and conditions in the Trust Agreement or aditustee statement to
calculate effectivericome.

For additional information see Handbook 4000.1 II.A.4.c.xii.(M); 1.A.5.b.xii.(M)available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

214, 6/17/15 Can Mortgage Credit | Mortgage Credit Qéficates refer to government mortgageagment subsidies other than Section 8 4000.1
Certificates be useds | Homeownership Vouchers. II.LA.4.c.xii.(D);
income? 1I.LA.5.b.xii.(D)

Thelendermu$ GSNATFE | yR R20dzySyid GKFIG GKS I208doE YSy i
payments eithetthrough direct payments or tax rebates

Mortgage Credit Certificate income that istrused to directly offset the mortgageapment before calculating
the qualifying ratios may be included as effectivedme. Thednder must use the current subsidy rate
calculate theeffectiveincome.

For additional information see Handbook 4000.1 11.A.4.c.xii.(D); II.A.5.b.xii.(D) available at
http://port al.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
215. 6/17/15 How is residual income| Residual income may be cited as an acceptable compensating factor for qualifying ratios as described in | 4000.1
calculated for a Handbook 4000.1 II.A.5.d.viii. 11.LA.5.d.viii;
manually underwritten IILA.5.d.ix(F)
loan? Residuaincome is calculated as total effective income of all occupyargiwers less:
state income taxes;

federalincome taxes;

municipal or other income taxes;

retirement or Social Security;

proposed total mortgage gyment;

estimated maintenance and utilities;

job related expenses (e.g., child care); and

the amount of the gross up of any néaxable hcome.

= =) =) =) =) =) =) =

If available]enders must use federal and state tax returns from the most recent tax year to document state
local taxes, retirement, Social Security and Medicar@xifeturns are not availablegtders may rely upon
current pay stubs.

For estimatel maintenanceand utilities, multiply the gpssliving aea of the property by the maintenance and
utility factor found in the Lenders Handboek’A Pamphlet 24G.

To use residual income as a compensating factor, the lender must count all membersotifehold othe
occupying brrower without regard to the nature of their relationship and without regard to whether they are|

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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22AYAYy3 2y GAGES 2NJGKS b2d3S (2 RSGSNWYAYS aFl YA
who are fullysupported from a source of verifieddome which is not included in effectivecome in the
mortgage analysis. These individuals must voluntarily provide sufficient documentation to verify their incon
qualify for this exception.

From the table provided ihenders HandbookVA Pamphlet 2@, select the applicable mortgage amount, regi
and household size. If residual income equals or exceeds the corresponding amount on the table, it may b
as a compensating factor.

For addtional information see Handbook 4000.1 11.A.5.d.viii; Il.A.5.d.ix(F) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/adnistration/hudclips/handbooks/hsgh
216. 6/17/15 What is the Back to The Back to Worg Extenuating Circumstances Policy guidance allows borrowers who have experienced ar| 4000.1
Work Program? economic event resulting in loss @nployment and household income to use an alternative manner for credi 11.A.5.d.xi
qualification for purchase money mortgages.

An economic event for the purposes of the Back to \WWexkenuating Circumstances program refers to any
200dz2NNBy OS5 0o Seé xghfeol thiakrésults il INSSBF gnfpleyginant, loss of income, or both, which
OFdzaSa I+ NBRdAzOGAZ2Y Ay GKS 02NNRsSNNDE K2dzaSK2f R

Back to Work guidance is effective for purchase applications gk noumbers assigned on or after August 15
2013 through September 30, 2016.

For additional information see Handbook 4000.1 1I.A.5.d.xi available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

217. 6/17/15 How do lenders The lender must obtain the necessary authorization to verify the loss of income of the household member { 4000.1
document loss of experienced the economic event, even if the household member is not an applicant on the current mortgag I1.A.5.d.xi
income for Back to
Work? ¢KS fSYRSNJ Ydzali DSNAFEe | yR R20dzySyid GKS 02NNBgS

written Verification of Employment (VOE) evidencing prior income, or tax transcripts;2s. W

For a loss of income based on seasonal employmeatighder must verify and document a twear history of
seasonal employment in the same field immediately prior to the loss of income, in addition to meeting the
documentation requirement above.

For a loss of income based on ptihe employment, the leder must verify and document a twyear history of
continuous partime employment immediately prior to the loss of income in addition to meeting the
documentation requirements above.

Only the income of borrowers who were household members at the tinthe&conomic event may be used as
effective income for the purpose of establishing a 20 percent reduction in income

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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For additional information see Handbook 4000.1 1I.A.5.d.xi available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

218. 6/17/15 How do lenders The lender musterify and document the loss of employment by obtaining a written Verification of Employm 4000.1
document loss of (VOE) evidencing the termination date. In cases where the prior employer is no longer in business, the len| II.A.5.d.xi.
employment for Back tg must obtain a written termination notice or other plibly available documentation of the business closure. Th
Work? must also document receipt of unemployment income.

For additional information see Handbook 4000.1 1I.A.5.d.xi available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

219. 6/17/15 How do lenders The grosincome of each householdember must be determined according to the guidelines Sections II.A.4| 4000.1
determine the income | 5 of Handbook 4000.1 1I.LA.5.d.xi.
of a Household
Member for Back to Only the income of drrowers who were housefid members at the time of the economivent may be used as
Work? effective hcome for the pupose of establishing a 20 percent reduction in income.

Only the income from the borrower, nobliseholdincome, may be used as effective income for the purpose |
qualifying for the new loan.

For additional information see Handbook 4000.1 II.A.5.€ev4ilable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

220. 6/17/15 Isa household member| A household member does not need to be a borrower on the current application. However, the lender mus| 4000.1
required to be a obtain the necessary authorization to verify the loss of income ohthgsehold member that experienced the | 11.A.5.d.xi
borrower on the economic event, even if the household member is not an applicant on the current mortgage.
application for Back to
Work? For additional information see Handbook 4000.1 available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

221. 6/17/15 What is the minimum | The maximum mortgage amoutttat FHA will insure on a specific purchase is calculated by multiplying the | 4000.1
down payment appropriate Loarto-Value (LTV) percentage by the adjusted value. In order for FHA to insure this maximur| 11.A.2.a.iv;

requirement for FHA? | mortgage amount, the borrower must make a Minimum Required InvestmdRi) of at least 3.5 percent of the [I.A.2.cii
adjusted value.

awL NBFSNA (2 (GKS 02NNRSSNN& O2yiNAG6dziAzy Ay Ol
Housing Act, which represents at least 3.5 percent of the adjusted value pfdperty.

Total required investment refers to the amount the borrower must contribute to the transaction including thi
02NNR s SNN& R2gy LI ephidtyadsactioy dostdi Fhétotal RdNiER gvBtbent includes th
MRI.
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For additional informfon see Handbook 40001LA.2.a.iv; Il.A.2.cii available at

http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/huddipandbooks/hsgh

222. 6/17/15 How do | determine the| A nonoccupying borrowerransaction refers to a transaction involving two or mbmgrowers in which one or | 4000.1
loan amount when | more ofthe Borrower(s) will nboccupy the property as their principal residence. For-nooupying brrower ILA.2.b.ii.(B)
have a noroccupant transactions, the maximum Lodo-Value (LTV) is 75 perceiihe LTV can be increased tmaximum of 96.5
co-borrower? percent if the borrowers are family embers, povided the transaction does not involve: Glossary

1 Afamily member selling to a familyember who will be aon-occupying ceborrower; or
1 A transaction on a twao four-unit property.

Family nember is defined as follows, regardless of actual or perceivedasexientation, gender identity, or legé

marital status:

9 child, parent, or grandparent;

1 a child is defined as a son, stepson, daughter, or stepdaughter;

1 a parent or grandparent includes a stpprent/grandparent or foster parent/grandparent;

1 spouse o domestic partner;

1 legally adopted son or daughter, including a child who is placed withdhewer by an authorized agency fol
legal adoption;

9 foster child;

1 brother, stepbrother;

1 sister, stepsister;

1 uncle;

1 aunt; or

1 sonin-law, daughtesin-law, father-in-law, motherin-law, brotherin-law, or sistesin-law of theborrower.

To be eligible, &bccupying and noonccupying borrowers and eaorrowers must take title to the property in
their own name or diving trust at settlement, be obligated afie Note or credit instrument, and sign all securi
instruments.

For additional information see Handbook 4000.A.2.b.ii.(Bavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

223. 6/17/15 How do | calculate an | Properties to be acquired through an unrecorded land contact must be treated as a purchase. 4000.1
FHA loan for a property| ILA.1.b.i.(A);
involving a land When the purpose of the new mortgage is to pay off an outstanding recorded land contract, the transactior| 11.A.8.d.vi.(A)(2)
contract? treated as a Rate and Term Refinantle unpaid pricipal balance shall be deemed to be the outstanding

balance on the recorded land contract.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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use to calculate the
loan amount when
there is a second
appraisal?

and/or the elimination or reductiof deficiencies and/or repairs required.

With the exception oproperty flipping requirements, a second appraisal may only be ordered and relied upq
the Direct EndorsementdB Underwriter cetermines the first appraisal is materially deficient and #pgpraiser
is unable or uncooperative in resolving the deficiency.

On a transferred case, a second appraisal may only be ordered and relied on by the second lender under 1
following circumstances:
1 the first appraisal contains material deficienciedasermined by the DE Underwriter for the second lende
1 the appraiser performing the first appraisal is prohibited from performing appraisals for the second len
1 thefirst lender fails to provide a copy of the appraisal to the second lender in a tinzgiger, and the
failure would cause a digy in closing and harm to thelrower, including loss of interest rate lock, violatig
of purchase contract deadline, occurrence of foreclosure proceedings and imposition of late fees.

PROPERTY FLIPPING

A lender nust obtain a second appraisal by another appraiser if:

1 the resale date of aroperty is between 91 and 18Ggys following the acquisition of the property by the sell¢
and

1 the resale price is 100 percent or more over the price paid by the seller taradhe property.

If the second appraisal supports a value of the property that is more than 5 percent lower than the value of
first appraisal, the lower valumust be used to determine the adjustedlue.

Row # | Added FAQ Answer References
For information on calculating mortgage amounts for Purchase Transactions see Handbook 4000.1 Il.A.2
For information on calculating mortgage amounts Refinance Transactions see Handbook 4000.1 II.A.8.d
Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/aunistration/hudclips/handbooks/hsgh
224, 6/17/15 Do the requirements The requirements that apply to-8 unit property purchase transactiordso apply to all refinance transactions ¢ 4000.1
for 3-4 unit properties | 3-4 unit properties. ILA.1.b.iv.(B)(3);
apply to both purchase I.LA.4.d.i.(C);
and refinance The requirements for-3 unit properties can be found iHandbook4000.1 I1.A.1.b.iv.(B)(3); I1.A.4.d.i;(C) I.A.5¢.i.(C)
transactions? II.A.5.c.i.(C) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
225. 6/17/15 Which appraisal do | The lender is prohibited from ordering an additional appraisal to achieve an increase in value for the prope| 24 CFR 203.37a (4) (iii)

4000.1
IL.A.1.a.iii.(B)(8);
ILA.1.b.iv.(A)(3)(b)iii)

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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For information on ordering second apprasake Handbook 400011A.1.a.iii.(B)(8)
For additional information on Property Flipping see Handb$@®0.1 11.A.1.b.iv.(A)(3)(b)(iii).

Handbook 4000.1 is available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

226. 6/17/15 Does FHA allow nen For noroccupying borrower purchase transactions, the maximum Hoavialue (LTV) is 75 percent. The LTV ¢ 4000.1
occupying ceborrowers | be increased to a maximum of 96.5 percent if the borrowers are family members, provided the transaction| II.A.2.b.ii.(B)(2)
on a multtunit not involve:
property? 1 a family member sellintp a family member who will be a nesccupying ceborrower; or

9 a transaction on a twato four-unit property.

For additional information se4000.1 11.A.2.b.ii.(B)(2Vvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

227. 6/17/15 What rate do The lender mustinderwrite the mortgage based on payments calculated using the initial interest rate. 4000.1
borrowers qualify at 11LA.8.f.vii
when using an ARM For Xyear ARMsfithe Loanto-Value (LTV) is 95 percent or more, the lender must underwrite the mortgage
loan? based on payments calculated using the initial interest rdts p percent. If the LTV is less than 95 percent, t

lender must underwrite the mortgage based on payments calculated using the initial interest rate.

For additional information se4000.1 11.A.8.f.viwvailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

228. 6/17/15 Does FHA specifize The maximum mortgage term may not exceed 30 years from the date that amortization begins. FHA does| 4000.1
length of the mortgage | require that mortgage terms be in five year multiples. I.LA.2.d;
term? 11.A.8.f.viii;

For Adjustable Rate MortgagésRM)the mortgagebe fully amotizing over a period of no more than 30 years.| II.A.8.d.vi.(C)(4)(i)

The maximum amortization period of a Streamline Refinance is limited to the lesser of:
1 the remaining amortization period of the existing mortgage plus 12 years; or
30 years.

For additional information se4000.111.A.2.d; II.A.8.f.viii; 11.A.8.d.vi.(C)(43Wgilable at
http://portal.hud.gov/hudportal/HUD?src=/pro@m_ offices/administration/hudclips/handbooks/hsgh

229. 6/17/15 Are there any refinance| Acashout refinance transaction is dypermitted on owneroccupied principalesidences. The property 4000.1
restrictions for securing the casbut refinance must havbeen owned and occupied by the borrower as theinpipalresidence | 11.A.8.d.v.(A)(%)
borrowers who re for the 12 months prior to the date of case number assignment. 11LA.8.d.vi.(A)(2)(a)

occupy their former
investment property? | The maximum Lanto-Value (LT\Vjpr a rate and érm refinance is:

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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1 97.75 percent for principaksidences that have been owneccupied for previous 12 months, or owner
occupied since acquisition if acquired within 12 rift at case number assignment.

1 85 percent for aorrower who has occupied the subject property hsit principal esidence for fewer than 12,
months prior to the case number assignment date; or if owned less than 12 months, has not occupied th
property for that entire period of ownersp.

For additional information se4000.1 11.A.8.@vailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hugid/handbooks/hsgh

230. 6/17/15 How do | calculate the | The maximum finaldseloan anount for an Energy Efficient Mortgage (EEM) is determined by adding the | 4000.1
mortgage for an Energy maximum financeable energy package amount to the initial maxirase loan mount. 11.A.8.c.wi
Efficient Mortgage
(EEM)? For new onstruction, the cost of the financeable energy package must be subtracted from thepsakesvhen

computing the adjustedalue.

When utilizing an EEM in conjunction with a 203(k) or Weatherization, the items included in the maximum
financeable energpackage must be excluded from the items included wrednutating the initial maximumase
loan anount under these programs.

The maximum FHA Nationwide Mortgage Limit for an area may be exceeded by the maximum financeable
package.

The maximunamount of the energy pekage that can be added to the base loamoaint is the lesser of:
1 the dollar amount of a costffective energy package as determined by the home energy audit; or
1 the lesser of 5 percent of:

- the adjusted alue;

- 115 percenbf the median area price of drglefamily dwelling; or

- 150 percent of the national conforming mortgage limit.

The ender must calculate the dollar amount of a ce$tective energy package as determined by the home
energy audit, as shown in Handbook 4000.A.8.c.iii (Energy Package).

The EEM Calculator, located in FHA Connection (FHAC) on the Case Processingilsperéormvthe
calculation of mximumfinanceableenergy @ckage. The EEM Calculator uses data entered for the mortgage
calculate themaximum energy package. For a streamlined refinance, the EEM Calculator uses the apprais
value from the initial transaction, contained withiHA Connection records, as the adjustatlig.

For additional information se4000.1 II.A.8.cavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
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231. 6/17/15 What costs caie The Energy Efficient Mmage (EEM) program allows ttentler to offer financing for cosffective energy 4000.1

included in an Energy | efficientimprovements to an existing property at the time of purchase or refinancing or foadegmabove the | IlLA.8.c

Efficient Mortgage establishedesidential building code foraw construction.

(EEM)?

CostEffective refers to the costs of the energy efficiency improvements that are less than the present valué
the energy saved over the estimated useful life of those improvemen

The energy package is the setimprovements agreed to by theobrower based on recommendations and
analysis performed by a qualified home energy rater. The improvements can include-sagngy equipment,
and active and passive solar and wind technologies. The energy package can include materials, labor, insj
and the home energy assessment byualified energy rater. If thedsrower desires, labomay include the cost
of an EEMdcilitator (general contractor).

The maximum amount of the energygage that can be added to the base loamoaint is the lesseof:
1 the dollar amount of a costffective energy package as determined by the home energy audit; or
1 the lesser of 5 percent of:

T theadjusted alue

T 115 percenbof the median area price of a singlniily dwelling; or

T 150 percent of thenationalconforming mortgage limit

The maximum FHA Nationwide Mortgage Limit for an area may be exceeded by the maximum financeablg
package.

For additional information se4000.1 11.A.8.cavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_ offices/administration/hudclips/handbooks/hsgh

232. 6/17/15 How do | calculate the | The refinanced FHisured first mortgage must have a Le@nValue (LTV) ratio of no more than 97.75 percer] 4000.1
loan amount for an FHA and any new or resubordinated mortgages must not result in a Combined Hoavialue (CLTV) ratio greater II.LA.8.e.
Short Refinance than 115 percent.

(negativeequity)?

New or e-subordinated secorary financing that permits thedsrower to comply with the eligibility

requirements of the program is permitted, subject to the following limitations:

1 the terms of the subordinate lien(s) must not provide for a balloon payment beéfdrgears, unless the
property is sold or refinanced;

9 the terms must permit prepayment by thH@rrower, wihout penalty, after giving 30ays advance notice;

9 periodic payments, if any, must be collected monthly; and

1 if payments on subordinate financingearequired, they must be included in the qualifying ratios unless
payments are deferred until at least 36 months aftiisbursement.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
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The existing first lien holder must write off at least 10 percent of the unpaid principal balance of the mortga
that is being refinanced.
For additional information se4000.1 |1.A.8.eavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
233. 6/17/15 How are energy When utilizing arEnergy Efficient Mortgag&EN) in conjunction with a 203(k) or Weatherization, the items 4000.1
efficient mortgage included in the maximum financeable energy package must be excluded from the items included when 11.LA.8.c.vi;
(EEM) improvements | calculating the initial maximum base loamaunt under these programs. 11.A.8.c.viii;
added to a Section I.LA.8.c.x.(A);
203(k) loan? The after improved \alueshould be used to calculating the maximum financeable energy package and maxi| 11.A.8.c.xi;
mortgage amount. 1I.A.8.a.xviii
If the energy package is part of a Section 203(k) Rehabilitation Mortgage, then the escrowed amounts of tf
energy package must be includien the rehabiliation escrow acount. The nortgagee must follow the 203(k)
Escrow Guidanc®und in Handbook 4000.1 11.A.8.a.xviii
For more information see Handbook 4000.1 II.A.8.c.vi; I.A.8.c.viii; Il.LA.8.c.x.(A); Il.LA.8.c.xi; 11.A.8.a.xviii avé
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
234. 6/17/15 Can the cost of a solar | The borrower must own, not lease, solar or wind energy systems for the systems to be considered eligible| 4000.1 11.A.3.a.i\].A.8.a.m.iii
lease be prepaid or improvementsLeased equipment and Solar Power Purchase Agreements (SPPA) may not be financed un
financed through a Titlee FHA Title Il programs.
Il FHAInsured
mortgage? The mortgagee must ensure that the value of an energy system that is not fully owned by the borrower, an
of the real property, is not icluded in the property value.
For additional information see Handbook 4000.A.3.a.iv; Il.A.8.a.m.ifavailable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
235. 6/17/15 What are the guidelines A borrower is generally not eligible for a new Fidgured mortgage if the borrower had a foreclosure or a dee| 4000.1
for borrowers with a in-lieu of foreclosure in the thregear period prior to thedate of caseiumber assignmenfThis threeyear period | I.A.5.a.iii.(I)
previous mortgage begins on the date in which title transferred from the borrower.
foreclosureor deedin-
lieu of foreclosure for a| If the credit report does not indicate the date of the foreclosuraleedin-lieu of foreclosure, the lender must
manually underwritten | obtain the Settlement Statementleed or other legal documents evidencing the date of property transfer.
mortgage?
If the foreclosure odeedinlieuz ¥ T2 NB Of 24 dz2NB g1 a GKS NBadzZ G 2F |
the lender must obtain an explanation of the circumstance and docurit the circumstance was beyond the
02NNRSSNDa O2y(iNRf ®

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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The lender may grant an exception to the thygear requirement if the foreclosure was the result of
documented extenuating circumstances that were beyond the control of the borrower, sucteasuassliness
or death of a wage earner, and the borrower hasetablished good credit since the foreclosure.

Divorce is not considered an extenuating circumstance, however, an exception may be granted where a
02NNRgSNDa Y2NI3AF3IS #TF ali O8zNHB MKR isgbdkB &ceiRell RiaYpRPeds an
the mortgage was later foreclosed.

The inability to sell the property due to a job transfer or relocation to another area does not qualify as an
extenuating circumstance.

For additional information see Handbook 4000.1 1I.A.5.a.iii.(l) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administian/hudclips/handbooks/hsgh

236. 6/17/15 What are FHA's policie§ The underwriter must examine the borrower's overall pattern of credit behavior, not just isoleteatisfactory | 4000.1
regarding credit history | or slow payments, to determine the borrower's creditworthiness. II.LA.5.a.iii
when manually
underwriting a The underwriter must evaluate the borrower's payment histories in the following order:
mortgage? (2) previous housing expenses and related expenses, including utilities;

(2) installmen debts; and
(3) revolving accounts.

The underwriter may consider a borrower to have an acceptable payment history if the borrower has made
housing and installment debt payments on time for the previous 12 months and no more than tday38te
mortgage or installment payments in the pieus 24 months.

The underwriter may approve the borrower with an acceptable payment history if the borrower has no majt
derogatory credit on revolving accounts in the previous 12 months.

Major derogatory credit on revolving accounts must include payments made more than 90 days after the di
date, or three or more payments more than 60 days after the due date.

LT I 02NNRsSNDE ONBRAG KA&AG2NE R2Sa& y2i0 NBTt SOi
requires additional angsis.

¢KS fSYRSNJ Ydzad FylftelS GKS 02NNBSSNDRAE RSt Ayl dzS
a disregard for financial obligations, an inability to manage debt, or extenuating circumstances. The lender
document this analysis ithé mortgage file. Any explanation or documentation of delinquent accounts must |
consistent with other information in the file. A borrower may only approve with a credit history not meeting
satisfactory credit history above if the underwriter has daomnted the delinquency was related to extenuating
circumstances.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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For additional information see Handbook 4000.1.11.A.5.a.iii available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

237. 6/17/15 How are judgments Judgment refers to any debtor monetadryA I 6 Af Aie@ 2F GKS 02NNRB&SNE | yR| 40001
considered for FHA property state unless excluded by state law, created by a court, or other adjudicating body. 5.a.iii.(G)
financing when The lender must verify that coudrdered judgments are resolved or paid off prior to or at closhglgments of
manually underwriting | a nonborrowing spouse in a community property state must be resolved or paid in full, with the exception ¢
a mortgage? obligations excluded by state law

Regardless of the amount of outstanding Judgments, the lender must also determine if the judgment was g
of:

TGKS 02NNBSSNNRa RAANBIFNR F2NI FAYLlI yOA
T6KS 02NNRSsSNNa AyloAftAaAde G2 YlylF3IS R
1 extenuating circumstances.

Ff 26t A3k
SodT 2NJ

EXCEPTION

Ajudgment is considered resolved if the borrower has entered into a valid agreement with the creditor to n
regular payments on the debt, the borrower has made timely payments for at least three months of schedu
payments and the judgment will not sugede the FHAnsured mortgage lien. The borrower cannot prepay
scheduled payments in order to meet the required minimum of three months of payments.

¢KS LI e&vyYSyid Fyzdzyi Ay GKS INBSYSyid Ydzaid 65 AyO
Thelender must obtain a copy of the agreement and evidence that payments were made on time in accord
with the agreement.

The lender must provide the following documentation:

1 evidence of payment in full, if paid prior to settlement;

1 the payoff statement, if paid at settlement; or

1 the payment arrangement with creditor, if not paid prior to or at settlement, and a subordination agreeme
for any liens existing on title.

For additional information see Handbook 4000.1 1l.A. 5.a.)iia¢@ilable at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

238. 6/17/15 How are disputed credi{ Disputed derogatory credit account refers to disputed charge off accounts, disputed collection accounts, al 4000.1
accounts considered disputed accounts with lategyments in the last 24 monthsf the credit report utilized by TOTAL Mortgage 11.A.4.b.iii.(BYC)
when using the TOTAL| Scorecard indicates that the borrower has $1,000 or more collectively in disputed derogatory credit accour
Scorecard? mortgage must be downgraded to a Refer and manually underwritten.

Exclusions from the $1,0@mulative balance include:

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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9 disputed medical accounts; and

1 disputed derogatory credit resulting from identity theft, credit card theft or unauthorized use. To exclude
balances, the lender must include a copy of the police report or other docurtientitom the creditor to
support the status of the accounts.

9 Accounts of a nofborrowing spouse in a community property state

1 Non-derogatory disputed accounts

NONDEROGATORY DISPUAEOOUNTS AND DISHYAECOUNTS NOT INOIED ON THE CREMHPEGRT
Non-derogatory disputed accounts include the following types of accounts:

1 disputed accounts with zero balance
9 disputed accounts with late payments aged 24 months or greaied
1 disputed accounts that are current and paid as agreed

If a borrower is @puting norderogatory accounts, or is disputing accounts which are not indicated on the ci
report as being disputed, the lender is not required to downgrade the application to a Refer. However, the
lender must analyze the effect of the disputed adzyy 1 & 2y G KS 02 NNRSsSNDAE& | 0A
RAaLJzi S NBXadzZ Ga Ay GKS 02NNRgSNRa Y-Byndomd beingReSsithian
the amount indicated on the credit report, the borrower must provide documentatiotheflower payments.

For additional information see Handbook 4000.1 11.A.4.b.i{(B)available at
http://portal.hud.gov/hudportal/HUD?srcgrogram_offices/administration/hudclips/handbooks/hsgh

239. 6/17/15 How are disputed credi{ Disputed derogatory creditc@ount refers to disputed charge off accounts, disputed collection accounts, and 4000.1
accounts considered fo| disputed accounts with late payments in the last 24 months. IILA.5.a.iii.(F)
manually underwritten ILA.5.a.iv.(K]L)
loans? If the credit report indicates that the errower is disputing derogatory credit accounts, therrower must

provide a letter of explanation and documentation supporting the basis of the dispute.

If the disputed derogatory credit resulted from identity theft, credit card theft or unauthorized use balances,
mortgagee must obtain a copy of the police report oretldocumentation from the creditor to support the
status of the accounts.

If the borrower has$1,000 or more collectively in dispute@mgatorycredit eccounts, the lender must alude a
monthly paymentinthe® NN 6§ SNDa RSo6dG Ot OdzE I GAZ2Yy &

The following items are excluded from the $1,000 cumulative balance:
1 disputed medical accounts; and

1 disputed derogatory credit resulting from identity theft, credit card theft or unauthorized use.

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |
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1 accounts of a nofborrowing spouse in a community propgistate

If aborrower is disputing nomlerogatory accounts, or is disputing accounts which are not indicated on the cij
report as being disputed, the lender must analyze the effé¢he disputed accounts on the2bNNE ¢ S NI &
repay the loanlf the dispute results inthe2 NN 6 SNDa Y2y (iKfé& RSod Lldebasy
income DT) ratio being less than the amount indicated on the credit report, tberower must provide
documentation of the lower payments.

Non-derogatorydisputed a&counts include the following types of accounts:
1 disputed accounts with zero balance;

1 disputed accounts with late payments aged 24 months or greater; or
1 disputed accounts that are current and paid as agreed.

For additional information seelandbook 4000.1 II.A.5.a.iii.(F); ll.a.5.ig(K) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/huddipandbooks/hsgh

240. 6/17/15 Do | have to take into | The lender must not consider the credit history of a Ammrowing spouse. Thenem 2 NNR2 ¢ A y 3 & LJZ 4000.1
account the credit and | history is not considered a reason to deny a mortgage applicatfcthe borrower resides in a community 1.A.4.b.i;
debts of a non property state or the property beinmsured is located in a community property state, debts of the-non 1ILA.4.b.iv.(F);
purchasing spouseinal 6 2 NNR g Ay 3 &LJ2dzAS Ydzald 06S Ay Of dzRSR Ay & KS ficaly NNB 4| I.A5.a.;
community property excluded by state lavithe lender must II.LA.5.a.iv.(E)
state? 1 verify and document the debt of the nelsorrowing spouse.

1 make a note in the file referencing the specific state law that justifies the exclusion of any debt from
consideration.

9 obtain a credit report for the noiorrowing spouse in order to determine the debts that must be include
in the liaklities. The credit report for the nebhorrowing spouse is for the purpose of establishing debt on
and is not submitted to TOTAL Mortgage Scorecard for the purpose of credit evaluation. The credit re|
for the nonborrowing spouse may be traditionat non-traditional.

For additional information see Handbook 4000.1 1I.A.4.b.iv.(F); Il.A.5.b.i, Il.A.5.a.iv.(E) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

241. 6/17/15 Does FHA require I 02ttt S0OGA2y | OO02dzyii NBFSNR (2 | 02NNRBggSNDa € 21 |4000.1
collections to be paid | creditor. ILA.4.b.iv.(L);
off for a borrower to be IILA.5.a.iii.(D);
eligible for FHA If the credit reports used in the analysis show cumulative outstanding collection account balances of $2,00 A.5.a.iv.(N)
financing? greater, the lender must:

1 verify that the debt is paid in full at the time of or prior to settlement using an acceptable source of funds;

1 verify that the borrower has made payment arrangements with the creditor and include the monthly payr|

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
only and do not establishorm®A ¥& GKS L2t A0& O2yiGFAYSR Ay Cl!1 Qa | +FyRoz221a |

HOMEOWNERSHIP


http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

FHA Single Family Housing Policy Handbook (HUD Handbook 4000.1) Frequently Asked Questions Preview

Credit Underwriting

Row # | Added FAQ Answer References

Ay (KS 02 NNBconte XQXTRratig; o i
1 if a payment arrangement is not available, calculate the monthly payment using 5 percent of the dirtgtan
oLtlyOS 2F SIOK 02ttt S0OGA2y IyR AyOfdzRS GKS Y2y

Collection accounts of a ndsorrowing spouse in a community property state must be included in the $2,000
Odzydzt (A GBS oLt yOS | yR Iy Hitytd papad colledtior dechidints, Brifessi@x@¢iGdet
by state law.

Unless the lender uses 5 percent of the outstanding balance, the lender must provide the following
documentation:

1 evidence of payment in full, if paid prior to settlement;

1 the payoffstatement, if paid at settlement; or

1 the payment arrangement with creditor, if not paid prior to or at settlement.

For manually underwritten loans, the lender must determine if collection accounts were a result of:
TG0KS 02NNRgSNDa RAANBIFNR F2NI FAYFYOAFT 206f A3 0
TG0KS 02NNRgSNDa AylroAatAde G2 YIylF3S RSolGT 2N

1 extenuating circumstances.

The lender must document reasons for approving a mortgage when the borrower has any collection accou
The borrower must provide a letter of explanation, which is supported by documentation, for each outstand
collection account. The explanation andporting documentation must be consistent with othenedit
information in the file.

For additional information see Handbook 4000.1 11.A.4.b.iv.(L); Il.A.5.a.iii.(D), Il.A.5.a.iv.(N) available at
http://portal.hud.gov/hudportal/HUD?src=/program_offices/administration/hudclips/handbooks/hsgh

242. 6/17/15 Isaborrowereligible [[ F O1 2F GNIRAGA2YLFf ONBRAG 2NJF 02NNRBSGSNNR& RSOA| 40001
for FHA insured the mortgage application. For borrowers without a credit score, the lender wiotstin a NorTraditional 11.A.5.a.ii.(B)
financingifheorshe |a 2 NIi3F 3S / NSRAG wSLER2NI o6bc¢a/wod FNRBY | ONBRAG NIB|ILAS.dii
does not have any credit history.

credit history?
A NTMCR is used to access the credit history of a borrower who does not have trade references that appe
traditional credit reports and is used as

9 a substitute for a T#Merged Credit Report (TRMCR) or a Residential Mortgage Credit Report (RMCR); o]
9 a supplement to a traditional credit report with an insufficient number of trade items.

To be sufficient to estalish credit history, 3 credit references must be used, including at least 1 of the follow|
1 rental housing payments (requires independent verification if borrower is a renter);

Disclaimer: Thee FrequenthAsked Questions (FAQa)e relating to sections othe new, consolidated Single Family Housing Handbook 4000.1 that will
become effective on September 14, 20TBhese FAQs are not applicable to the FHA policies currently in effdatse FAQs are for informational purposes
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